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Act, for the purpose of providing llllll
(describe briefly the nature of the project)
llllll (herein referred to as the facil-
ity) and as a condition to and in consider-
ation of receiving financial assistance from
the Farmers Home Administration or its
successor agency under Public Law 103–354
this resolution is being adopted.

Therefore, in consideration of the premises
the public body agrees as follows:

1. No private business enterprises shall be
allowed to use or occupy the facility if such
use or occupancy would be calculated to, or
is likely to, result in the transfer from one
area to another of any employment or busi-
ness activity provided by operations of the
private business enterprises. This limitation
shall not be construed to prohibit use and
enjoyment of the facility by such private
business entity through the establishment of
a new branch, affiliate, or subsidiary if the
establishment of such branch, affiliate, or
subsidiary will not result in the increase in
unemployment in the area of original loca-
tion (or in any other area where such entity
conducts business operations), unless there
is reason to believe that such branch, affili-
ate, or subsidiary is being established with
the intention of closing down the operations
of the existing business entity in the area of
its original location (or in any other area
where it conducts such operation).

2. No private business enterprises shall be
allowed to use or occupy the facilities if such
use or occupancy would be calculated to, or
is likely to, result in an increase in the pro-
duction of goods, materials, or commodities,
or the availability of services or facilities in
the area, where there is not sufficient de-
mand for such goods, materials, commod-
ities, services or facilities to employ the suf-
ficient capacity of existing competitive com-
mercial or industrial enterprises, unless such
financial or other assistance will not have an
adverse affect upon existing competitive en-
terprises in the area.

3. Prior to allowing the use or occupancy
of the facilities by any private business en-
terprise, the public body shall clear such use
or occupancy with the Manpower Adminis-
tration, Department of Labor, Washington,
DC, by submitting information required by
the Department of Labor for certification
under the Act. This information shall be sub-
mitted to Farmers Home Administration or
its successor agency under Public Law 103–
354 for transmittal to the Department of
Labor. The public body agrees to make no
final commitment with any private business
enterprise regarding such use or occupancy if
the Department of Labor issues a negative
certification under the Act. The public body
shall obtain prior clearance in this matter
for a period of three years after the date of
an affirmative certification by the Depart-
ment of Labor on the application for finan-
cial assistance now pending before the Farm-

ers Home Administration or its successor
agency under Public Law 103–354.

This resolution shall be in force and effect
immediately.

The voting was yeas ll, nays ll, absent
ll.
(Name of public body) llllllllllll
by (Name and Title) lllllllllllll

Certification

I the undersigned as (Secretary) (Town
Clerk) of the lllll do hereby certify
that the foregoing resolution was duly
adopted at a meeting of lllll duly called
and held on the ll day of lll 19l, and
that such resolution has not been rescinded
or amended in any way. Dated this ll day
of lll, 19l.

(Seal)

(Town Clerk) (Secretary) of
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Subpart A—Direct Farm Owner-
ship Loan Policies, Proce-
dures, and Authorizations

SOURCE: 53 FR 35692, Sept. 15, 1988, unless
otherwise noted.

§ 1943.1 Introduction.
This subpart contains regulations for

making initial and subsequent direct
Farm Ownership (FO) loans. FO loans
may be made to eligible farmers and
ranchers, farm cooperatives, private
domestic corporations, partnerships,
and joint operations that will manage
and operate not larger than family
farms. It is the policy of Farm Service
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Agency (FSA) or its successor agency
under Public Law 103–354 to make loans
to any qualified applicant without re-
gard to race, color, religion, sex, na-
tional origin, marital status, age or
physical/mental handicap provided the
applicant can execute a legal contract.
Any processing or servicing activity
conducted pursuant to this subpart in-
volving authorized assistance to FmHA
or its successor agency under Public
Law 103–354 employees, members of
their families, known close relatives,
or business or close personal associ-
ates, is subject to the provisions of sub-
part D of part 1900 of this chapter. Ap-
plicants for this assistance are required
to identify any known relationship or
association with an FmHA or its suc-
cessor agency under Public Law 103–354
employee. See exhibit A of this subpart
for making FP loans to entrymen on
unpatented public lands.

[53 FR 35692, Sept. 15, 1988, as amended at 58
FR 227, Jan. 5, 1993; 58 FR 48282, Sept. 15,
1993; 61 FR 35925, July 9, 1996]

§ 1943.2 Objectives.

The basic objective of the FO loan
program is to provide credit and man-
agement assistance to eligible farmers
and ranchers to become owners-opera-
tors of family-sized farms or to con-
tinue such operations when credit is
not available elsewhere. Agency or its
successor agency under Public Law 103–
354 assistance enables family-farm op-
erators to use their land, labor and
other resources, and to improve their
living and financial conditions so that
they can obtain credit elsewhere.

[53 FR 35692, Sept. 15, 1988, as amended at 61
FR 35925, July 9, 1996]

§ 1943.3 Management assistance.

Supervision will be provided borrow-
ers to the extent necessary to achieve
the objectives of the loan and to pro-
tect the interests of the Government in
accordance with subpart B of part 1924
of this chapter. Such assistance con-
sists of farm, home and nonfarm plan-
ning, recordkeeping; analyzing the
farm and any nonfarm business; and
giving management advice.

§ 1943.4 Definitions.

As used in this subpart, the following
definitions apply:

Additional security. Any security be-
yond that which is required to ade-
quately secure the loan.

Agency. The Farm Service Agency,
its country and State committees and
their personnel, and any successor
agency.

Approval official. A field official who
has been delegated loan and grant ap-
proval authorities within applicable
loan programs, subject to the dollar
limitations contained in tables avail-
able in any FmHA or its successor
agency under Public Law 103–354 office.

Beginning farmer or rancher. A begin-
ning farmer or rancher is an individual
or entity who:

(a) Meets the loan eligibility require-
ments for FO loan assistance in accord-
ance with § 1943.12 of this subpart.

(b) Has not operated a farm or ranch,
or who has operated a farm or ranch
for not more than 10 years. This re-
quirement applies to all members of an
entity.

(c) Will materially and substantially
participate in the operation of the farm
or ranch.

(1) In the case of a loan made to an
individual, individually or with the im-
mediate family, material and substan-
tial participation requires that the in-
dividual provide substantial day-to-day
labor and management of the farm or
ranch, consistent with the practices in
the county or State where the farm is
located.

(2) In the case of a loan made to an
entity, all members must materially
and substantially participate in the op-
eration of the farm or ranch. Material
and substantial participation requires
that the individual provides some
amount of the management, or labor
and management necessary for day-to-
day activities, such that if the individ-
ual did not provide these inputs, oper-
ation of the farm or ranch would be se-
riously impaired.

(d) Agrees to participate in any loan
assessment, borrower training, and fi-
nancial management programs re-
quired by FmHA or its successor agen-
cy under Public Law 103–354 regula-
tions.
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(e) Except for OL loan purposes, does
not own real farm or ranch property or
who, directly or through interests in
family farm entities, owns real farm or
ranch property, the aggregate acreage
of which does not exceed 25 percent of
the average farm or ranch acreage of
the farms or ranches in the county
where the property is located. If the
farm is located in more than one coun-
ty, the average farm acreage of the
county where the applicant’s residence
is located will be used in the calcula-
tion. If the applicant’s residence is not
located on the farm or if the applicant
is an entity, the average farm acreage
of the county where the major portion
of the farm is located will be used. The
average county farm or ranch acreage
will be determined from the most re-
cent Census of Agriculture developed
by the U.S. Department of Commerce,
Bureau of the Census. State Directors
will publish State supplements con-
taining the average farm or ranch acre-
age by county.

(f) Demonstrates that the available
resources of the applicant and spouse
(if any) are not sufficient to enable the
applicant to enter or continue farming
or ranching on a viable scale.

(g) In the case of an entity:
(1) All the members are related by

blood or marriage.
(2) All the stockholders in a corpora-

tion are qualified beginning farmers or
ranchers.

Borrower. An individual or entity
which has outstanding obligations to
the FmHA or its successor agency
under Public Law 103–354 under any
Farmer Programs loan(s), without re-
gard to whether the loan has been ac-
celerated. A borrower includes all par-
ties liable for the FmHA or its succes-
sor agency under Public Law 103–354
debt, including collection-only borrow-
ers, except for debtors whose total
loans and accounts have been volun-
tarily or involuntarily foreclosed or
liquidated, or who have been dis-
charged of all FmHA or its successor
agency under Public Law 103–354 debt.

Cooperative. An entity which has
farming as its purpose and whose mem-
bers have agreed to share the profits of
the farming enterprise. The entity
must be recognized as a farm coopera-

tive by the laws of State(s) in which
the entity will operate a farm.

Corporation. For the purposes of this
regulation, a private domestic corpora-
tion created and organized under the
laws of the State(s) in which the entity
will operate a farm.

Cosigner. A party who joins in the
execution of a promissory note to as-
sure its repayment. The cosigner be-
comes jointly and severally liable to
comply with the terms of the note. In
the case of an entity applicant, the co-
signer cannot be a member, partner,
joint operator, or stockholder of the
entity.

Family farm. A farm which:
(a) Will produce agricultural com-

modities for sale in sufficient quan-
tities so that it is recognized in the
community as a farm rather than a
rural residence.

(b) Will provide enough agricultural
income by itself, including rented land,
or together with any other dependable
income, to enable the borrower to:

(1) Pay necessary family and operat-
ing expenses;

(2) Maintain essential chattel and
real property; and

(3) Pay debts.
(c) Is managed by:
(1) The borrower, when a loan is

made to an individual.
(2) The members, stockholders, part-

ners, or joint operators responsible for
operating the farm when a loan is made
to a cooperative, corporation, partner-
ship, or joint operation.

(d) Has a substantial amount of the
labor requirements for the farm enter-
prise provided by:

(1) The borrower and any family
member for a loan made to an individ-
ual.

(2) The members, stockholders, part-
ners, or joint operators responsible for
operating the farm, along with the
families of these individuals, for a loan
made to a cooperative, corporation,
partnership, or joint operation.

(e) May require a reasonable amount
of full-time hired labor and seasonal
labor during peakload periods.

Farm. A tract or tracts of land, im-
provements and other appurtenances
considered to be farm property which is
used or will be used in the production
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of crops or livestock, including the pro-
duction of fish under controlled condi-
tions, for sale in sufficient quantities
so that the property is recognized as a
farm rather than a rural residence. It
may also include a residence which, al-
though physically separate from the
farm acreage, is ordinarily treated as a
part of the farm in the local commu-
nity.

Feasible plan. A feasible plan is a plan
based upon the applicant/borrower’s
records that show the farming oper-
ation’s actual production and
expoenses. These records will be used
along with realistic anticipated prices,
including farm program payments
when available, to determine that the
income from the farming operation,
along with any other reliable off farm
income, will provide the income nec-
essary for an applicant/borrower to at
least be able to:

(a) Pay all operating expenses and all
taxes which are due during the pro-
jected farm budget period.

(b) Meet necessary payments of all
debts.

(c) Provide living expenses for the
family members of an individual bor-
rower or a wage for the farm operator
in the case of a cooperative, corpora-
tion, partnership or joint operation
borrower which is in accordance with
the essential family needs. Family
members include the individual bor-
rower or farm operator in the case of
an entity, and the immediate members
of the family which resides in the same
household.

Fish farming. The production of fish,
mollusks or crustaceans (or other in-
vertebrates) under controlled condi-
tions in ponds, lakes, streams, or simi-
lar holding areas. This involves feed-
ing, tending, harvesting and other ac-
tivities as are necessary to properly
raise and market the products.

Joint operation. Individuals that have
agreed to operate a farm or farms to-
gether as a business unit. The real and
personal property is owned separately
or jointly by the individuals. A hus-
band and wife who want to apply for a
loan together will be considered a joint
operation.

Limited resource applicant. An appli-
cant who is a farmer or rancher and is
an owner or operator of a small or fam-

ily farm (a small farm is a marginal
family farm), including a new owner or
operator, with a low income who dem-
onstrates a need to maximize farm or
ranch income. A limited resource ap-
plicant must meet the eligibility re-
quirements for a farm ownership or op-
erating loan, but due to low income,
cannot pay the regular interest rate on
such loans. Due to the complex nature
of the problems facing this applicant,
special help will be needed and more
supervisory assistance will be required
to assure reasonable prospects for suc-
cess. The applicant may face such prob-
lems as underdeveloped managerial
ability, limited education, low-produc-
ing farm due to lack of development or
improved production practices and
other related factors. The applicant
will not have nor expect to obtain,
without the special help and low-inter-
est loan, the income needed to have a
reasonable standard of living when
compared to other residents of the
community.

Majority interest. Any individual or a
combination of individuals owning
more than a 50 percent interest in a co-
operative, corporation, joint operation
or partnership.

Market value. The amount which a
willing buyer would pay a willing but
not forced seller in a completely vol-
untary sale.

Mortgage. Any form of security inter-
est or lien upon any rights or interest
in real property of any kind. In Louisi-
ana and Puerto Rico the term mortgage
also refers to any security interest in
chattel property.

Nonfarm enterprise. Any nonfarm
business enterprise, including recre-
ation, which is closely associated with
the farm operations and located on or
adjacent to the farm and provides in-
come to supplement farm income. This
may include, but is not limited to, such
enterprises as raising earthworms, ex-
otic birds, tropical fish, dogs and
horses for nonfarm purposes, welding
shops, roadside stands, boarding horses
and riding stables.

Partnership. An entity consisting of
individuals who have agreed to operate
a farm. The entity must be recognized
as a partnership by the laws of the
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State(s) in which the entity will oper-
ate a farm and the entity must be au-
thorized to own both real and personal
property and to incur debts in its own
name.

Primary security. Any real estate and
chattel security which is required to
adequately secure the loan. This is not
to be confused with basic security, as de-
fined in § 1962.4 of subpart A of part 1962
of this chapter.

Related by blood or marriage. As used
in this subpart, individuals who are
connected to one another as husband,
wife, parent, child, brother or sister.

Security. Property of any kind subject
to a real or personal property lien. Any
reference to collateral or security
property shall be considered a ref-
erence to the term security.

Socially disadvantaged applicant. An
applicant/borrower who has been sub-
jected to racial, ethnic, or gender prej-
udice because of his/her identity as a
member of a group, without regard to
his/her individual qualities. For entity
applicants, the majority interest has to
be held by socially disadvantaged indi-
viduals. FmHA or its successor agency
under Public Law 103–354 has identified
socially disadvantaged groups to con-
sist only of Women, Blacks, American
Indians, Alaskan Natives, Hispanics,
Asians, and Pacific Islanders.

State Beginning Farmer program. Any
program that is carried out by or under
contract with a State and designed to
assist persons in obtaining the finan-
cial assistance necessary to establish
and/or maintain viable farming or
ranching operations.

State or United States. The United
States itself, each of the several
States, the Commonwealth of Puerto
Rico, the Virgin Islands of the United
States, Guam, American Samoa, and
the Commonwealth of the Northern
Mariana Islands.

Undivided right. An undivided right of
title, or a title to an undivided portion
of an estate, that is owned by one of
two or more tenants in common or
joint tenants before division.

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 19524, May 7, 1992; 58 FR 26681, May 5,
1993; 58 FR 48287, Sept. 15, 1993; 58 FR 58648,
Nov. 3, 1993; 61 FR 35925, July 9, 1996; 62 FR
9355, Mar. 3, 1997; 62 FR 28619, May 27, 1997]

§ 1943.5 [Reserved]

§ 1943.6 Credit elsewhere.
The applicant shall certify in writing

on the appropriate forms, and the
County Supervisor shall verify and doc-
ument, that adequate credit elsewhere
is not available, with or without a
guarantee or a subordination, to fi-
nance the applicant’s actual needs at
reasonable rates and terms, taking into
consideration prevailing private and
cooperative rates and terms in the
community in or near where the appli-
cant resides for loans for similar pur-
poses and periods of time.

(a) If the County Supervisor receives
letters or other written evidence from
a lender(s) indicating that the appli-
cant is unable to obtain satisfactory
credit, these will be included in the
loan docket.

(b) If the applicant cannot qualify for
the needed credit from the lenders con-
tacted, but one or more of them has in-
dicated they would provide credit with
an FmHA or its successor agency under
Public Law 103–354 guarantee or the
County Supervisor determines that the
applicant can obtain a guaranteed
loan, the applicant will be advised to
file an application with that lender(s)
so that a guaranteed FO loan request
can be processed by the lender for con-
sideration by FmHA or its successor
agency under Public Law 103–354.

(c) Property and interests in property
owned and income received by an indi-
vidual applicant; a cooperative and its
members, as individuals; a corporation
and its stockholders, as individuals; a
partnership and its partners, as indi-
viduals; and a joint operation and its
joint operators, as individuals; will be
considered and used by an applicant in
obtaining credit from other sources.

(d) Applicants and borrowers will be
encouraged to supplement farm owner-
ship loans with credit from other credit
sources to the extent economically fea-
sible and in accordance with sound fi-
nancial management practices.

§ 1943.7 For the State of Hawaii—FO
loans on leasehold interest on real
property.

The term owner-operator as used in
this subpart shall include in the State
of Hawaii the lessee-operator of real
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property in any case in which the
County Supervisor determines that
such real property cannot be acquired
in fee simple by the lessee-operator.
The leasehold must provide adequate
security for the loan. A leasehold is the
right to use property for a specific pe-
riod of time under conditions provided
in a lease agreement. The determina-
tion of value will be made by an ap-
praisal of the present market value of
the leasehold by an FmHA or its suc-
cessor agency under Public Law 103–354
employee designated to appraise farm
real estate. The terms and conditions
of the lease must be such as to allow
the lessee-operator to have a reason-
able probability of accomplishing the
objectives and repayment of the loan.
The FmHA or its successor agency
under Public Law 103–354 Hawaii State
Office will issue an amendment to its
State supplement for this subpart pro-
viding the necessary requirements (in-
cluding forms) for obtaining the re-
quired security. The amendment to the
State supplement and forms, and any
revisions to them, but have prior Na-
tional Office approval before being
issued.

§§ 1943.8–1943.9 [Reserved]

§ 1943.10 Preference.
(a) In addition to the preference es-

tablished in subpart A of part 1910 of
this chapter, an application for a loan
for land purchase from an applicant
who (1) has a dependent family, or (2) is
an owner of livestock and farm imple-
ments necessary to successfully carry
on farming operations, or (3) is able to
make down payments will be given
preference over one from an applicant
who does not meet any of these cri-
teria.

(b) The portion of a State’s farm
ownership (FO) loan fund allocation
designated for applicants who are
members of socially disadvantaged
groups will be used exclusively to as-
sist them in purchasing farmland. How-
ever, this requirement does not pre-
clude the use of the State’s regular al-
location of FO funds for loans for other
authorized FO loan purposes to appli-
cants who are members of socially dis-
advantaged groups. (See exhibit B of
this subpart, ‘‘Target Participation

Rates for Farmers Home Administra-
tion (FmHA) or its successor agency
under Public Law 103–354 Direct Farm
Ownership (FO) Loans and Acquired
Property Outreach Program for Mem-
bers of Socially Disadvantaged
Groups’’.)

[53 FR 35692, Sept. 15, 1988, as amended at 55
FR 21527, May 25, 1990]

§ 1943.11 Receiving and processing ap-
plications.

Applications for FO loans will be re-
ceived and processed as provided in
subpart A of part 1910 of this chapter,
with consideration given to the re-
quirements in exhibit M of subpart G of
part 1940 of this chapter. Socially dis-
advantaged individuals will be provided
the technical assistance necessary
when applying for FO loans or other as-
sistance to acquire inventory farmland.
Such assistance shall include, but not
be limited to, completion of applica-
tion and farm and home planning.

[55 FR 21528, May 25, 1990]

§ 1943.12 Farm ownership loan eligi-
bility requirements.

In accordance with the Food Security
Act of 1985 (Pub. L. 99–198), after De-
cember 23, 1985, if an individual or any
member, stockholder, partner, or joint
operator of an entity is convicted
under Federal or State law of planting,
cultivating, growing, producing, har-
vesting or storing a controlled sub-
stance (see 21 CFR part 1308, which is
exhibit C to subpart A of part 1941 of
this chapter and is available in any
FmHA or its successor agency under
Public Law 103–354 office, for the defi-
nition of controlled substance) prior to
loan approval in any crop year, the in-
dividual or entity shall be ineligible for
a loan for the crop year in which the
individual or member, stockholder,
partner or joint operator of the entity
was convicted and the four succeeding
crop years. Applicants will attest on
Form FmHA or its successor agency
under Public Law 103–354 410–1, ‘‘Appli-
cations for FmHA or its successor
agency under Public Law 103–354 Serv-
ices,’’ that as individuals or that its
members, if an entity, have not been
convicted of such crime after December
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23, 1985. In addition, the following re-
quirements must be met:

(a) An individual must:
(1) Be a citizen of the United States

(see § 1943.4 of this subpart for the defi-
nition of United States) or an alien law-
fully admitted to the United States for
permanent residence under the Immi-
gration and Nationality Act. Aliens
must provide forms I–151 or I–551,
‘‘Alien Registration Receipt Card.’’ In-
definite parolees are not eligible. If the
authenticity of the information shown
on the alien’s identification document
is questioned, the County Supervisor
may request the Immigration and Nat-
uralization Service (INS) to verify the
information appearing on the alien’s
identification card by completing INS
Form G–641, ‘‘Application for Verifica-
tion of Information from Immgiration
and Naturalization Records’’ obtain-
able from the nearest INS District.
(See exhibit B of subpart A of part 1944
of this chapter.) Mail the completed
form to INS. The payment of a service
fee by FmHA or its successor agency
under Public Law 103–354 to INS is
waived by inserting in the upper right
hand corner of INS Form G–641, the fol-
lowing: ‘‘INTERAGENCY LAW EN-
FORCEMENT REQUEST.’’

(2) Possess the legal capacity to incur
the obligations of the loan.

(3) Have sufficient applicable edu-
cational and/or on the job training or
farming experience in managing a farm
or ranch which indicates the manage-
rial ability necessary to assure reason-
able prospects of success in the pro-
posed plan of operation.

(4) Have the character (emphasizing
credit history, past record of debt re-
payment, and reliability) and industry
to carry out the proposed operation.
Past record of debt repayment will not
be cause for a determination that the
applicant/borrower is not eligible if an
honest attempt has been made to make
the payment(s).

(5) Honestly endeavor to carry out
the applicant’s/borrower’s obligations.
This would include, but is not limited
to, providing current, complete and
truthful information when applying for
assistance and making every reason-
able effort to meet the conditions and
terms of the proposed loan.

(6) Be unable to obtain sufficient
credit elsewhere to finance actual
needs at reasonable rate and terms,
taking into consideration prevailing
private and cooperative rates and
terms in the community in or near
which the applicant resides for loans
for similar purposes and periods of
time.

(7) Be the owner-operator of not larg-
er than a family farm after the loan is
closed (in the case of a limited resource
applicant see § 1943.4 of this subpart).

(8) Have operated a farm or ranch for
at least 3 years and satisfy at least one
of the following conditions:

(i) Meet the definition of a beginning
farmer or rancher.

(ii) The applicant, or anyone who will
execute the promissory note, has not
had direct FO loans outstanding for
more than a total of 10 years prior to
the date that the new FO loan is
closed.

(iii) Have never received a direct FO
loan.

(9) Transition rule. This applies to ap-
plicants with direct FO loans outstand-
ing on April 4, 1996.

(i) If the applicant, or anyone who ex-
ecuted the promissory note, had direct
FO loans outstanding for less than 5
years, the applicant is eligible for new
direct FO loans through April 4, 2006.

(ii) If the applicant, or anyone who
executed the promissory note, had di-
rect FO loans outstanding for 5 years
or more, those parties are eligible for
new direct FO loans through April 4,
2001.

(10) Have not caused the Agency a
loss by receiving debt forgiveness on
all or a portion of any direct or guaran-
teed loan made under the authority of
the Consolidated Farm and Rural De-
velopment Act (CONACT) by debt-write
down, write-off, compromise provisions
of section 331 of the CONACT, adjust-
ment, reduction, charge-off or dis-
charge in bankruptcy or through any
payment of a guaranteed loss claim
under the same circumstances.

(11) Not be delinquent on any Federal
debt. This restriction will not apply if
the Federal delinquency is cured on or
before the loan closing date.

(b) A cooperative, corporation, partner-
ship, or joint operation must:
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(1) Be unable to obtain sufficient
credit elsewhere to finance actual
needs at reasonable rates and terms,
taking into account prevailing private
and cooperative rates and terms in or
near the community for loans for simi-
lar purposes and periods of time. This
applies to the entity and all of its
members, stockholders, partners, or
joint operators as individuals.

(2) Be controlled by farmers or ranch-
ers engaged primarily and directly in
farming or ranching in the United
States, after the loan is made.

(3) Be the owner-operator of not larg-
er than a family farm after the loan is
closed (except for limited resource ap-
plicants and as provided for in para-
graph (b)(7) of this section) and consist
of members, stockholders, partners, or
joint operators who are individuals and
not cooperative(s), corporations(s),
partnership(s) or joint operation(s).

(4) If the members, stockholders,
partners, or joint operators holding a
majority interest are related by blood or
marriage, they must meet the follow-
ing requirements:

(i) They must be citizens of the
United States (see § 1943.4 of this sub-
part for the definition of United States)
or aliens lawfully admitted to the
United States for permanent residence
under the Immigration and Nationality
Act. Aliens must provide Forms I–151
or I–551, ‘‘Alien Registration Receipt
Card.’’ Indefinite parolees are not eligi-
ble. If the authenticity of the informa-
tion shown on the alien’s identification
document is questioned, the County
Supervisor may request the Immigra-
tion and Naturalization Service (INS)
to verify the information appearing on
the alien’s identification card by com-
pleting INS Form G–641 ‘‘Application
for Verification of Information from
Immigration and Naturalization
Records,’’ obtainable from the nearest
INS District. (See exhibit B of subpart
A of part 1944 of this chapter.) Mail the
completed form to INS. The payment
of a service fee by FmHA or its succes-
sor agency under Public Law 103–354 to
INS is waived by inserting in the upper
right hand corner of INS Form G–641,
the following: ‘‘INTERAGENCY LAW
ENFORCEMENT REQUEST.’’

(ii) They must have sufficient appli-
cable educational and/or on the job

training or farming experience in man-
aging a farm or ranch which indicates
the managerial ability necessary to as-
sure reasonable prospects of success in
the proposed plan of operation.

(iii) Have the character (emphasizing
credit history, past record of debt re-
payment and reliability) and industry
to carry out the proposed operation.
This requirement must be met by the
individual members, stockholders,
partners or joint operators. Past record
of debt repayment will not be cause for
a determination that the applicant/bor-
rower is not eligible if an honest at-
tempt has been made to make the pay-
ment(s).

(iv) They and the entity itself must
honestly endeavor to carry out the ap-
plicant’s/borrower’s undertakings and
obligations. This would include, but is
not limited to, providing current, com-
plete and truthful information when
applying for assistance and making
every reasonable effort to meet the
conditions and terms of the proposed
loan.

(v) At least one member, stockholder,
partner, or joint operator must operate
the family farm.

(vi) The entity must own and operate
the farm and be authorized to do so in
the State(s) in which the farm is lo-
cated.

(5) If the members, stockholders,
partners, or joint operators holding a
majority interest are not related by blood
or marriage:

(i) The requirements of paragraphs
(b)(4)(i) through (iv) and (vi) of this
section must be met.

(ii) They and the entity itself must
own and operate the family farm.

(6) If applying as a limited resource
applicant, as defined in § 1943.4 of this
subpart:

(i) The requirements of paragraphs
(b)(4)(i) through (iv) and (vi) of this
section must be met by the entity and
all its members, stockholders, partners,
or joint operators.

(ii) The entity and all the members,
stockholders, partners or joint opera-
tors must own or operate a small or
family farm; and at least one member,
stockholder, partner, or joint operator
must operate the farm.
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(7) If each member’s, partner’s,
stockholder’s or joint operator’s own-
ership interest does not exceed the fam-
ily farm definition limits, their collec-
tive interests can exceed the family
farm definition limits only if: (i) All of
the members of the entity are related
by blood or marriage, (ii) all of the
members are or will operators of the
entity, and (iii) the majority interest
holders of the entity meet the require-
ments of paragraphs (b)(4) (i) through
(iv) and (vi) of this section.

(8) Have one or more members, con-
stituting a majority interest in the
business entity, who have operated a
farm or ranch for at least 3 years and
who satisfy one of the following condi-
tions:

(i) Meet the definition of a beginning
farmer or rancher.

(ii) The applicant, or anyone who will
execute the promissory note, has not
had direct FO loans outstanding for
more than a total of 10 years prior to
the date that the new FO loan is
closed.

(iii) Have never received a direct FO
loan.

(9) Transition rule. This applies to
business entity applicants with direct
FO loans outstanding on April 4, 1996.

(i) If the applicant, or anyone who ex-
ecuted the promissory note, had direct
FO loans outstanding for less than 5
years, the applicant is eligible for new
direct FO loans through April 4, 2006.

(ii) If the applicant, or anyone who
executed the promissory note, had di-
rect FO loans outstanding for 5 years
or more, those parties are eligible for
new direct FO loans through April 4,
2001.

(10) Have not caused the Agency a
loss by receiving debt forgiveness on
all or a portion of any direct or guaran-
teed loan made under the authority of
the Consolidated Farm and Rural De-
velopment Act (CONACT) by debt-write
down, write-off, compromise provisions
of section 331 of the CONACT, adjust-
ment, reduction, charge-off or dis-
charge in bankruptcy or through any
payment of a guaranteed loss claim
under the same circumstances.

(11) Not be delinquent on any Federal
debt. This restriction will not apply if
the Federal delinquency is cured on or
before the loan closing date. This eligi-

bility restriction applies to the entity
and all of its members.

(c) Borrower training. The applicant
must agree to meet the training re-
quirements of § 1924.74 of subpart B of
part 1924 of this chapter unless a waiv-
er is granted in accordance with that
section. In the case of a cooperative,
corporation, partnership, or joint oper-
ation, any individual member, stock-
holder, partner, or joint operator hold-
ing a majority interest in the oper-
ation or who is operating the farm
must agree to complete the training or
qualify for the waiver on behalf of the
entity. However, if one entity member
is solely responsible for financial or
production management, then only
that entity member will be required to
complete the training in that area for
the entity or qualify for a partial waiv-
er. If the financial and production func-
tions of the farming operation are
shared, the knowledge and skills of the
individual(s) with the responsibility of
production and/or financial manage-
ment of the operation will be consid-
ered in the aggregate for granting a
waiver or requiring that training be
completed. If a waiver is not granted,
these individuals will be required to
complete the training in accordance
with their responsibilities. If the appli-
cant has previously been required to
obtain training, the applicant must be
enrolled in and attending, or have sat-
isfactorily completed, the training re-
quired.

[53 FR 35692, Sept. 15, 1988, as amended at 55
FR 21528, May 25, 1990; 56 FR 3972, Feb. 1,
1991; 58 FR 69199, Dec. 30, 1993; 62 FR 9355,
Mar. 3, 1997; 62 FR 28619, May 27, 1997]

§ 1943.13 Outreach program for appli-
cants/borrowers who are members
of socially disadvantaged groups.

The purpose of this section is to es-
tablish procedures and responsibilities
for carrying out the Farmers Home Ad-
ministration (FmHA) or its successor
agency under Public Law 103–354 Farm
Ownership (FO) Direct Loan and Ac-
quired Property Outreach Program to
Applicants/ Borrowers who are mem-
bers of socially disadvantaged groups.

(a) Policy. The FmHA or its successor
agency under Public Law 103–354 FO
Loan Outreach Program is a concerted
effort to:
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(1) Surface and correct problems and
obstacles that prevent the participa-
tion of members of socially disadvan-
taged groups in the FO loan program.

(2) Target direct FO loan funds to
members of socially disadvantaged
groups to ensure they are provided ac-
cess to FO loan funds, as outlined in
exhibit B of this subpart.

(3) Provide pamphlets, publications
and general information on the direct
FO loan program to members of so-
cially disadvantaged groups.

(4) Provide assistance to members of
socially disadvantaged groups to assure
that the application process is expedi-
ent and complete. Assistance will be
provided to borrowers of socially dis-
advantaged groups through special
farm initiatives to assure that sound
operating procedures are implemented
to enhance the borrower’s chances for
successfully achieving the objectives of
the direct FO loan program.

(b) Field action. The State Director
shall designate the Farmer Programs
Chief to coordinate the Farmers Home
Administration (FmHA) or its succes-
sor agency under Public Law 103–354
Farm Ownership (FO) Loan Outreach
Program to members of socially dis-
advantaged groups. The State’s Civil
Rights Coordinator will act as a re-
source person for this program. The
Farmer Programs Chief will:

(1) Maintain close liaison with local,
State and national organizations serv-
ing social disadvantaged groups to as-
certain the reasons for the lack of par-
ticipation of members of socially dis-
advantaged groups in FmHA or its suc-
cessor agency under Public Law 103–354
direct FO loan program.

(2) Work closely with County Super-
visors, District Directors, and National
Office officials to remove obstacles and
solve problems relating to the making
of direct FO loans and credit sales to
members of socially disadvantaged
groups.

(3) Attend meetings of local, State,
and Federal Governments and private
organizations concerned with the eco-
nomic and social development of mem-
bers of socially disadvantaged groups.

(4) Train members of socially dis-
advantaged groups, interested individ-
uals and groups involved with socially
disadvantaged activities, in the pack-

aging of applications and distribution
of materials for use in the direct FO
loan and credit sale programs.

(5) Provide pamphlets and publica-
tions on the direct FO loan and credit
sale program.

(6) Initiate special media outreach
activities to inform members of so-
cially disadvantaged groups of the
availability of acquired farmland and
of targeted and non-targeted direct FO
loan funds.

(i) Information must be provided to
community and farm oriented organi-
zations, agriculture colleges, other
USDA agencies and community leaders
who are active in the farming area.

(ii) Newspaper articles, radio an-
nouncements and public television
broadcasts will be used to publicize the
FmHA or its successor agency under
Public Law 103–354 Farm Ownership
(FO) Direct Loan and Acquired Prop-
erty Outreach Program to members of
socially disadvantaged groups. State Di-
rectors and required to publicize the pro-
gram at least twice annually in a news-
paper most used by members of socially
disadvantaged groups. This effort will be
monitored by the National Office
through Coordinated Assessment Re-
views (CARs) and special planned visits
to selected States.

(c) Reports. (1) State Directors will
keep the Assistant Administrator,
Farmer Programs, advised of any prob-
lems encountered in carrying out the
FmHA or its successor agency under
Public Law 103–354 Farm Ownership
(FO) Direct Loan and Acquired Prop-
erty Outreach Program to Members of
Socially Disadvantaged Groups which
prevent their participation in this pro-
gram.

(2) Each State Director will make a
semi-annual memorandum report to the
Assistant Administrator, Farmer Pro-
grams, on May 1 and September 30 of each
fiscal year on the Farm Ownership (FO)
Direct Loan and Acquired Property Out-
reach Program to members of Socially Dis-
advantaged Groups. The report will
summarize accomplishments on the
items set forth in § 1943.13(b) of this
subpart. The following should also be
included in the report:

(i) The State and County of each di-
rect FO loan and credit sale made to
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applicant/borrowers who are members
of socially disadvantaged groups.

(ii) Number of applications for direct
initial and subsequent FO loans and
credit sales received during the period.

(iii) Number of direct initial and sub-
sequent FO loans and credit sales ap-
proved during the period.

(iv) Number of applications on hand
for direct initial and subsequent FO
loans and credit sales at the end of the
reporting periods.

(v) Number of announcements placed
in local newspapers, on radio and pub-
lic television.

(vi) Amount of each initial and subse-
quent direct FO loans and credit sales
approved during the reporting periods.

(vii) Total dollar value of direct ini-
tial and subsequent FO loans and cred-
it sales approved during the reporting
periods.

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 19524, May 7, 1992; 62 FR 28619, May 27,
1997]

§ 1943.14 Downpayment FO loan pro-
gram for beginning farmers or
ranchers.

(a) Objectives. The basic objective of
the downpayment FO loan program is
to provide credit and assistance to eli-
gible beginning farmers or ranchers to
become owner-operators of family-size
farms, including inventory farm prop-
erty. Supervision will be provided bor-
rowers to the extent necessary to
achieve the objectives of the loan and
to protect the interests of the Govern-
ment in accordance with subpart B of
part 1924 of this chapter.

(b) Eligibility requirements. Applicants
must meet the ‘‘beginning farmer or
rancher’’ definition in § 1943.4 of this
subpart to qualify for a downpayment
loan.

(c) Loan purposes. Loans may be made
to provide an amount equal to 30 per-
cent of the purchase price or appraised
value, whichever is lower, of the farm
or ranch to be acquired, unless the ap-
plicant requests a lesser amount. The
remaining balance of the purchase
price or appraised value, whichever is
lower, not to exceed 60 percent, may be
guaranteed by FmHA or its successor
agency under Public Law 103–354.

(d) Loan limitations. In addition to the
loan limitations stated in § 1943.17 of

this subpart, the loan will not be ap-
proved if:

(1) The applicant cannot provide at
least 10 percent of the purchase price of
the farm or ranch.

(2) The purchase price or appraised
value, whichever is lower, exceeds
$250,000.

(3) Financing provided by FmHA or
its successor agency under Public Law
103–354 and other credit exceeds 90 per-
cent of the purchase price or appraised
value, whichever is lower.

(4) The other financing for the bal-
ance of the purchase price is amortized
for less than 30 years and/or a balloon
payment is scheduled within the 10
years of the FmHA or its successor
agency under Public Law 103–354 loan.

(e) Rates and terms—(1) Interest rate.
Interest rates are specified in exhibit B
of FmHA Instruction 440.1 (available in
any FmHA or its successor agency
under Public Law 103–354 office). The
interest rate for beginning farmer or
rancher downpayment loans shall be 4
percent.

(2) Terms of loans. (i) Each loan made
under this section shall be amortized
over a period of 10 years or less, at the
option of the borrower.

(ii) Loans under this section shall be
repaid in equal annual installments.

(f) Security. (1) Each loan will be se-
cured by a lien on the property being
acquired with loan funds. Security re-
quirements under § 1943.19 of this sub-
part do not apply under this section.

(2) FmHA or its successor agency
under Public Law 103–354’s secured in-
terest in the farm or ranch being ac-
quired will be junior only to the party
providing the financing for the balance
of the purchase price to the applicant.

(3) The borrower must agree to ob-
tain permission from the County Su-
pervisor prior to granting any addi-
tional security interest in the farm or
ranch as stated in § 1965.16 of subpart A
of part 1965 of this chapter.

(g) Relationship between FmHA or its
successor agency under Public Law 103–
354 and a State Beginning Farmer pro-
gram. State Directors are delegated au-
thority to execute a Memorandum of
Understanding (MOU) with any State
expressing an interest in coordinating
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financial assistance to beginning farm-
ers or ranchers. The MOU must be exe-
cuted within 60 days of the State noti-
fying the State Director in writing of
such interest, and will be developed in
accordance with FmHA Guide Letter
1943–A–1 (available in any FmHA or its
successor agency under Public Law 103–
354 office). Under the MOU, FmHA or
its successor agency under Public Law
103–354 will agree to provide qualified
beginning farmers or ranchers with a
downpayment loan under this section
and/or a guarantee of the balance of
the purchase price provided by the
State program. This agreement will be
subject to applicable law, loan ap-
proval requirements, and the availabil-
ity of funds. FmHA or its successor
agency under Public Law 103–354 will
not charge a fee to obtain or retain a
guarantee in connection with any joint
funding under the MOU. If any changes
are made to the MOU, the Regional Of-
fice of the General Counsel (OGC) will
be consulted prior to signing the MOU.
States will send copies of signed MOUs
to the attention: Director, Farmer Pro-
grams Loan Making Division, National
Office.

(h) Program outreach. The State Di-
rector shall be responsible for publiciz-
ing the Downpayment FO Loan pro-
gram, with special emphasis on So-
cially Disadvantaged Individuals, and
facilitating the transfer of retirees
farms or ranchers to eligible FO appli-
cants within the respective State. Pro-
gram outreach will include:

(1) Maintaining close liaison and at-
tending meetings with local, State and
national organizations serving the ag-
ricultural community.

(2) Providing information to commu-
nity and farm oriented organizations,
agriculture colleges, other USDA Agen-
cies and community leaders who are
active in the farming area.

(3) Use of newspaper articles, radio
announcements, and/or public tele-
vision announcements.

[58 FR 48287, Sept. 15, 1993]

§ 1943.15 [Reserved]

§ 1943.16 Loan purposes.
Loan funds may only be used to:
(a) Acquire or enlarge a farm or

ranch. Examples of items that the

Agency may authorize the use of FO
funds for include, but are not limited
to, the purchase of easements, the ap-
plicant’s portion of land being sub-
divided, purchase of cooperative stock,
appraisal and survey fees, and partici-
pation in special FO loan programs of
this subpart. Down payments are au-
thorized as a loan purpose subject to
the following:

(1) A deed is obtained and the trans-
action is properly documented by debt
and security instruments.

(2) Any prior liens meet the FO secu-
rity requirements for the Agency’s jun-
ior lien position.

(3) For contract purchases, purchase
contracts must properly obligate the
buyer and seller to fulfill the terms of
the contract, provide the buyer with
possession, control and beneficial use
of the property, and entitle the buyer
to marketable title upon fulfillment of
the contract terms. The deed must be
held in trust by a bonded agent until
transferred to the buyer. Upon buyer’s
default, the seller must give the Agen-
cy written notice of the default and a
reasonable opportunity to cure the de-
fault. Any sums advanced by the Agen-
cy must be repaid by the borrower.

(b) Make capital improvements. Ex-
amples of items that the Agency may
authorize the use of FO funds for in-
clude, but are not limited to, the con-
struction, purchase and improvement
of farm dwellings, service buildings,
and facilities that can be made fixtures
to the real estate. In the case of leased
property, the borrower must have a
lease to ensure use of the improvement
over its useful life or to ensure that the
borrower receives compensation for
any remaining economic life upon ter-
mination of the lease.

(c) Promote soil and water conserva-
tion and protection. Examples include
the correction of well-defined, hazard-
ous environmental conditions, and the
construction or installation of tiles,
terraces, and waterways.

(d) Pay closing costs.

[62 FR 9356, Mar. 3, 1997, as amended at 62 FR
28619, May 27, 1997]

§ 1943.17 Loan limitations.

(a) An FO loan will not be approved
if:
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(1) The total outstanding direct FO,
Soil and Water (SW) or Recreation
(RL) loan principal balance including
the new loan owed by the applicant
will exceed the lesser of $200,000 or the
market value of the farm or other secu-
rity.

(2) The noncontiguous character of a
farm containing two or more tracts is
such that an efficient farming oper-
ation and nonfarm enterprise cannot be
conducted due to the distance between
tracts or due to inadequate rights-of-
way or public roads between tracts.

(3) The limitation found in § 1943.29
(b) of this subpart is exceeded.

(b) Loans my not be made for any
purpose that will contribute to exces-
sive erosion of highly erodible land or
to the conversion of wetlands to
produce an agricultural commodity, as
further explained in exhibit M to sub-
part G of part 1940 of this chapter.
Refer to FmHA Instruction 2000–LL,
‘‘Memorandum of Understanding Be-
tween FmHA or its successor agency
under Public Law 103–354 and U.S. Fish
and Wildlife Service,’’ for assistance in
implementation.

[53 FR 35692, Sept. 15, 1988, as amended at 58
FR 48282, 48288, Sept. 15, 1993; 59 FR 25800,
May 18, 1994; 62 FR 9356, Mar. 3, 1997]

§ 1943.18 Rates and terms.
(a) Terms of loans. Each loan will be

scheduled for repayment over a period
not to exceed 40 years from the date of
the note or such shorter period as may
be necessary to assure the loan will be
adequately secured, taking into ac-
count the probable depreciation of the
security. The loan approval official
will also consider the repayment abil-
ity of the applicant, as reflected in the
completed Form FmHA or its successor
agency under Public Law 103–354 431–2,
‘‘Farm and Home Plan,’’ or other simi-
lar plan of operation acceptable to
FmHA or its successor agency under
Public Law 103–354, when setting the
term. In any case, there must be an in-
terest payment scheduled at least an-
nually in accordance with the FMI for
Form FmHA or its successor agency
under Public Law 103–354 1940–17,
‘‘Promissory Note.’’ Loans may have
reduced annual installments scheduled,
of at least partial interest, for the first
five years.

(b) Interest rate. Upon request of the
applicant, the interest rate charged by
FmHA or its successor agency under
Public Law 103–354 will be the lower of
the interest rates in effect at the time
of loan approval or loan closing. If the
applicant does not indicate a choice,
the loan will be closed at the interest
rate in effect at the time of loan ap-
proval. Interest rates are specified in
exhibit B of FmHA Instruction 440.1
(available in any FmHA or its succes-
sor agency under Public Law 103–354 of-
fice) for the type of assistance in-
volved. A lower rate is established in
this exhibit for a limited resource ap-
plicant subject to the following:

(1) The applicant meets the condi-
tions of the definition for a limited re-
source applicant set forth in § 1943.4 of
this subpart.

(2) The farm business plan shows that
installments at the higher rate, along
with other debts, cannot be paid during
the period of the plan.

(3) A borrower with limited resource
interest rates will be reviewed each
year at the time the analysis is con-
ducted (see § 1924.55 of subpart B of part
1924 of this chapter) and at any time a
servicing action such as reamortization
or deferral is taken to determine what
interest rate should be charged. The
rate may be increased in increments of
whole numbers until it reaches the cur-
rent regular interest rate for the loan
at the time of the rate increase. (See
§ 1951.25 subpart A of part 1951 of this
chapter.)

(c) Interest rate with joint financing.
When the applicant obtains financing
from a private lender equivalent to 50
percent or more of the total funds
needed, the interest rate on the direct
FO loan will be fixed at a rate deter-
mined by the Agency Administrator
but at not less than 4 percent for the
term of the loan. The current rate is
available in FSA offices.

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 18677, Apr. 30, 1992; 61 FR 35925, July 9,
1996; 62 FR 9356, Mar. 3, 1997]

§ 1943.19 Security.
Each FO loan will be secured by real

estate. Chattels and/or other security
will only be taken as security as set
forth in paragraphs (b) and (c) of this
section. The total amount of security
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required will be the lesser of either 150
percent of the loan amount, or all real
estate owned by the applicant. A loan
will be considered adequately secured
when the real estate security for the
loan is at least equal to the loan
amount. Security in excess of 150 per-
cent of the loan amount will only be
taken when it is not practical to sepa-
rate the property, i.e., a tract of land.
All security taken, along with the
value of the security, will be docu-
mented in the case file. This informa-
tion will be obtained from values es-
tablished in accordance with § 1943.25 of
this subpart. If the applicant disagrees
with the real estate values established,
FmHA or its successor agency under
Public Law 103–354 will accept an ap-
praisal from the applicant, obtained at
the applicant’s expense, if the appraisal
meets all FmHA or its successor agen-
cy under Public Law 103–354 require-
ments. In cases when a loan is being
made in conjunction with a servicing
action, the security requirements as
stated in subpart S of part 1951 of this
chapter will prevail. In unusual cases,
the loan approval official may require
a cosigner in accordance with § 1910.3(d)
of subpart A of part 1910 of this chapter
or a pledge of security from a third
party. A pledge of security is preferable
to a cosigner.

(a) Real estate security. (1) A mortgage
will be taken on all real estate ac-
quired, or improved with FO funds, and
by any additional real estate security
needed to meet the requirements of
this section.

(2) Security will also include items
which are considered part of the farm
and ordinarily pass with the title to
the farm such as, but not limited to,
assignments of leases or leasehold in-
terests having mortgageable value,
water rights, easements, rights-of-way,
revenues, and royalties from mineral
rights.

(3) A first lien is required on real es-
tate, when available. In addition, loans
will be secured by a junior lien on real
estate provided:

(i) Prior lien instruments do not con-
tain provisions for future advances (ex-
cept for taxes, insurance, other costs
needed to protect the security, or rea-
sonable foreclosure costs), cancella-
tion, summary forfeiture, or other

clauses that may jeopardize the Gov-
ernment’s interest or the applicant’s
ability to pay the FO loan unless any
such undesirable provisions are lim-
ited, modified, waived or subordinated
insofar as the Government is con-
cerned.

(ii) Agreements are obtained from
prior lienholders to give notice of fore-
closure to FmHA or its successor agen-
cy under Public Law 103–354 whenever
State law or other arrangements do
not require such a notice. Any agree-
ments needed will be obtained as pro-
vided in subpart B of part 1927 of this
chapter, except as modified by the
‘‘Memorandum of Understanding–FCA–
FmHA or its successor agency under
Public Law 103–354,’’ FmHA Instruction
2000–R (available in any FmHA or its
successor agency under Public Law 103–
354 office).

(4) Advice on obtaining security will
be received from OGC when necessary.

(5) The designated attorney, title in-
surance company, or the OGC will fur-
nish advice on obtaining security when
a life estate is involved.

(6) Any loan of $10,000 or less may be
secured by the best lien obtainable
without title clearance or legal service
as required in subpart B of part 1927 of
this chapter provided the County Su-
pervisor believes from a search of the
County records that the applicant can
give a mortgage on the farm. This ex-
ception to title clearance will not
apply when:

(i) The loan is made simultaneously
with that of another lender.

(ii) Land is to be purchased.
(iii) This provision conflicts with

program regulations of any other
FmHA or its successor agency under
Public Law 103–354 loan being made si-
multaneously with the FO loan.

(7) The Departments of Agriculture
and Interior have agreed that FmHA or
its successor agency under Public Law
103–354 loans may be made to Native
Americans and secured by real estate
when title is held in trust or restricted
status. When security is so taken on
real estate held in trust or restricted
status:

(i) The applicant will request the Bu-
reau of Indian Affairs (BIA) to furnish
Title Status Reports to the County Su-
pervisor; and
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(ii) The BIA approval will be obtained
on the mortgage after it has been
signed by the applicant and any other
party whose signature is required.

(b) Chattel security. Ordinarily, FO
loans will not be secured by chattels.
However, loans will be secured by chat-
tels as follows:

(1) A first lien will be taken on equip-
ment or fixtures purchased with loan
funds whenever such property cannot
be included in the real estate lien and
the best lien obtainable on all real es-
tate does not provide primary security
for the loan.

(2) Chattel security will be obtained
when the best lien obtainable on all
real estate does not provide primary
security for the loan.

(3) The same collateral may be used
to secure two or more loans made, di-
rect or guaranteed, to the same bor-
rower. Therefore, junior liens on chat-
tels may be taken when there is
enough equity in the property. How-
ever, when possible, a first lien on se-
lected chattel items should be ob-
tained.

(4) Chattel security liens will be ob-
tained and kept effective, as provided
in subpart A of part 1962 of this chap-
ter.

(c) Other security. (1) A pledge of real
estate by a third party may be taken
as security when the best lien obtain-
able on all real estate does not provide
primary security for the loan.

(2) Other property may be taken as
security when the best lien obtainable
on all real estate does not provide pri-
mary security for the loan. Examples
of such security include but are not
limited to cash surrender value of life
insurance, securities, patents and copy-
rights, and membership or stock in co-
operatives and associations.

(d) Exceptions. The County Supervisor
will clearly document in the file when
security is not taken for any of the fol-
lowing reasons:

(1) A lien will not be taken on prop-
erty that could have significant envi-
ronmental problems/costs (e.g., known
or suspected underground storage
tanks or hazardous wastes, contingent
liabilities, wetlands, endangered spe-
cies, historic properties). Guidance is
provided in part II, item H of exhibit A
of FmHA Instruction 1922–E (available

in any FmHA or its successor agency
under Public Law 103–354 office) as to
the action to be taken when the ap-
praiser indicates that the property is
subject to any hazards, detriments or
limiting conditions.

(2) A lien will not be taken on prop-
erty that cannot be made subject to a
valid lien.

(3) A lien will not be taken on the ap-
plicant’s personal residence and appur-
tenances, when the residence is located
on a separate parcel and the farm tract
being financed, improved, or otherwise
used for collateral provides primary se-
curity for the loan(s).

(4) A lien will not be taken on sub-
sistence livestock; cash or special cash
collateral accounts to be used for the
farming operation or for necessary
family living expenses; all types of re-
tirement accounts; personal vehicles
necessary for family living or farm op-
erating purposes; household goods; and
small tools and small equipment, such
as hand tools, power lawn mowers, and
other similar items not needed for se-
curity purposes.

(5) A lien will not be taken on mar-
ginal land, including timber, when a
softwood timber (ST) loan is secured by
such land.

(e) State supplements. Each State will
supplement this section to provide in-
structions on forms and other require-
ments to be met in order to obtain the
required security. In each State where
loans will be made to Indians holding
title to land in trust or restricted sta-
tus, FmHA or its successor agency
under Public Law 103–354 and BIA will
decide on a way to exchange necessary
information, and the procedure to be
followed will be set out in a State sup-
plement.

(f) Special security requirements. When
FO loans are made to eligible entities
that consist of members, stockholders,
partners or joint operators who are
presently indebted for an FO loan(s) as
individual(s) or when FO loans are
made to eligible individuals who are
members, stockholders, partners or
joint operators of an entity which is
presently indebted for an FO loan(s),
security must consist of:

(1) Chattel and/or real estate security
that is separate and identifiable from
the security pledged to FmHA or its
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successor agency under Public Law 103–
354 for any other farmer program direct
or guaranteed loans.

(2) Different lien positions on real es-
tate are considered separate and identi-
fiable collateral.

(3) The outstanding amount of loans
made may not exceed the value of the
collateral used.

(g) Same security. Except as provided
in paragraph (f) of this section, when
an FO loan (direct or guaranteed) is
made to a borrower who has other
FmHA or its successor agency under
Public Law 103–354 loans, the same real
estate collateral may secure more than
one loan so long as the outstanding
loan amount does not exceed the total
value of the security.

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 18677, Apr. 30, 1992; 59 FR 22961, May 4,
1994; 59 FR 25800, May 18, 1994; 62 FR 9356,
Mar. 3, 1997]

§§ 1943.20–1943.22 [Reserved]

§ 1943.23 General provisions.

(a) Flood or mudslide hazard areas.
Flood or mudslide hazards will be eval-
uated whenever the farm to be financed
is located in special flood or mudslide
prone areas as designated by the Fed-
eral Emergency Management Agency
(FEMA). Subpart B of part 1806 of this
chapter (FmHA Instruction 426.2) as
well as subpart G of part 1940 of this
chapter will be complied with when
loan funds are used to construct or im-
prove buildings located in such areas.
This will not prevent making loans on
farms if the farmstead is located in a
flood or mudslide prone area and funds
are not included for building improve-
ments. However, buildings will need to
meet the standards set out in § 1943.24
of this subpart. The flood or mudslide
hazard will be recognized in the ap-
praisal report. When land development
or improvements such as dikes, ter-
races, fences, and intake structures are
planned to be located in special flood
or mudslide prone areas, loan funds
may be used subject to the following:

(1) The Corps of Engineers or the Soil
Conservation Service (SCS) will be con-
sulted concerning:

(i) Likelihood of flooding.
(ii) Probability of flood damage.

(iii) Recommendation on special de-
sign and specifications needed to mini-
mize flood and mudslide hazards.

(2) FmHA or its successor agency
under Public Law 103–354 representa-
tives will evaluate the proposal and
record the decision in the loan docket
in accordance with subpart G of part
1940 of this chapter.

(b) Civil rights. The provisions of sub-
part E of part 1901 of this chapter will
be complied with on all loans made
which involve:

(1) Funds used to finance nonfarm en-
terprises and recreation enterprises.
Applicants will sign Form FmHA or its
successor agency under Public Law 103–
354 400–4, ‘‘Nondiscrimination Agree-
ment,’’ in these cases.

(2) Any development financed by
FmHA or its successor agency under
Public Law 103–354 that will be per-
formed by a contract or subcontract of
more than $10,000.

(c) Protection of historical and archae-
ological properties. If there is any evi-
dence to indicate the property to be fi-
nanced has historical or archaeological
value, the provisions of subpart F of
part 1901 of this chapter apply.

(d) Environmental requirements. See
subpart G of part 1940 of this chapter
for applicable environmental require-
ments including subpart LL of part
2000 of this chapter for assistance in
implementation.

(e) Real Estate Settlement Procedures
Act. The provisions of the Real Estate
Settlement Procedures Act outlined in
§ 1940.406 of subpart I of part 1940 apply
when FO funds are used involving
tracts of less than 25 acres, if:

(1) Any part of the loan is used to
purchase all or part of the land to be
mortgaged, and

(2) The loan is secured by a first lien
on the property where a dwelling is lo-
cated.

(f) Equal Credit Opportunity Act. In ac-
cordance with title V of Pub. L. 93–495,
the Equal Credit Opportunity Act, the
FmHA or its successor agency under
Public Law 103–354 will not discrimi-
nate against any applicant on the basis
of sex or marital status with respect to
any aspect of a credit transaction.
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(g) Compliance with special laws and
regulations. (1) Applicants will be re-
quired to comply with applicable Fed-
eral, State and local laws and regula-
tions governing building construction,
diverting, appropriating, and using
water, including use for domestic pur-
poses; installing facilities for draining
land; and making changes in the use of
the land affected by zoning regulations.

(2) State Directors and Farmer Pro-
grams Staff members will consult with
SCS, U.S. Geological Survey, State Ge-
ologist or Engineer, or any board hav-
ing official functions relating to water
use or farm drainage requirements and
restrictions for water and drainage de-
velopment. State supplements will be
issued to provide guidelines which:

(i) State all requirements to be met,
including the acquisition of water
rights.

(ii) Define areas where development
of ground water for irrigation is not
recommended.

(iii) Define areas where land drainage
is restricted.

[53 FR 35692, Sept. 15, 1988, as amended at 62
FR 9356, Mar. 3, 1997]

§ 1943.24 Special requirements.

(a) Determining whether a farm will
permit a feasible plan. The County Su-
pervisor is responsible for making a
preliminary determination as to
whether a loan should be made on the
farm. This determination will be based
on a personal inspection of the farm
and an evaluation of such factors as
productivity of the land; location, con-
ditions, and adequacy of the buildings;
approximate value of the farm, roads,
schools, markets, or other community
facilities; tax rates; and adequacy of
the water supply. A decision also will
be made on the suitability of the farm
for a specialized farm operation, and
development needed to make it accept-
able for the planned operation of the
farm.

(b) Dwellings and other essential build-
ings. (1) Buildings adequate for the
planned operation of the farm must be
available for the applicant’s use after
the loan is made. The necessary build-
ings will be located on the applicant’s
farm. Exceptions of this requirement
are when:

(i) The applicant already owns an
adequate, decent, safe, and sanitary
dwelling, suitable for the family’s
needs, and located close enough to the
farm so the farm may be operated suc-
cessfully, it will not be necessary to
provide a dwelling on the farm.

(ii) The applicant has a long-term
lease on acceptable rented buildings
that are adjacent to or near the farm,
or the applicant occupies suitable
buildings which the applicant will
eventually inherit or be permitted to
purchase from a relative.

(iii) The farm does not have an ade-
quate dwelling and the applicant owns
a suitable mobile home which will be
used as the applicant’s home, the appli-
cant will not be required to build a
dwelling. A mobile home will not be
considered to add value to the farm but
FO funds may be used to finance an-
choring the home.

(2) When loan funds are needed for a
dwelling and an applicant is eligible for
a Rural Housing (RH) loan, it will be
processed simultaneously with the FO
loan. However, in such cases if a small
amount is needed for dwelling improve-
ments, FO funds may be used. Dwell-
ings financed with RH funds will meet
the requirements for such loans as pro-
vided in subpart A of part 1944 of this
chapter.

(c) Land and facility development. De-
velopment needed to make the farm
ready for a successful operation will be
planned during loan processing. The
plans should provide for completing the
development at the earliest practicable
date. Recommendations of representa-
tives of the Forest Service, Soil Con-
servation Service, State Agricultural
Extension Service, and State Planning
and Development Agency or local plan-
ning groups should be included in the
development plan and the Farm and
Home Plan. In planning such develop-
ment with the applicant, the County
Supervisor will encourage the appli-
cant to use any cost-sharing assistance
that may be available through any
source such as the Agricultural Sta-
bilization and Conservation Service
(ASCS) programs.

(d) Insurance. (1) Insurance must be
obtained on any property acquired
with, or serving as primary security on
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an FO loan in accordance with subpart
A of part 1806 of this chapter.

(2) Applicants must comply with the
catastrophic risk protection insurance
(CAT) requirement by either:

(i) Obtaining at least the available
CAT level of coverage for each crop of
economic significance, as defined by
the Federal Crop Insurance Corpora-
tion, or

(ii) Waiving eligibility for emergency
crop loss assistance in connection with
the uninsured crop. FSA emergency
(EM) loss loan assistance is not consid-
ered emergency crop loss assistance for
the purpose of the crop insurance waiv-
er on the uninsured crop.

(3) See § 1943.23(a) of this subpart for
information about flood or mudslide
hazard areas.

(e) Income from other than owned acre-
age. When loan soundness depends on
income from other sources in addition
to income from owned land, it will be
necessary to determine that:

(1) There is reasonable assurance
that any rented land which the appli-
cant depends on will be available; and/
or

(2) Any off-farm employment the ap-
plicant depends on is likely to con-
tinue.

(f) Life estates. When life estates are
involved, loans may be made:

(1) To both the life estate holder and
the remainderman, provided:

(i) Both have a legal right to occupy
and operate the farm;

(ii) Both are eligible for the loan; and
(iii) Both parties sign the note and

mortgage.
(2) To the remainderman only, pro-

vided;
(i) The remainderman has a legal

right to occupy and operate the farm;
and

(ii) The lien instrument is signed by
the remainderman, life estate holder,
and any other party having any inter-
est in the security.

(3) To the life estate holder only, pro-
vided:

(i) There is no legal restriction
placed on a life estate holder who occu-
pies and operates a farm; and

(ii) The lien instrument is signed by
the life estate holder, remainderman,
and any other party having any inter-
est in the security.

(g) Farm or residence situated in dif-
ferent counties. If a farm is situated in
more than one State, county or parish,
the loan will be processed and serviced
in the State, county or parish in which
the borrower’s residence on the farm is
located. However, if the borrower’s res-
idence is not situated on the farm, the
FO loan will be serviced by the County
Office serving the county in which the
farm or a major portion of the farm is
located unless otherwise approved by
the State Director.

(h) Subdivision of large tracts of farm-
land, other than FmHA or its successor
agency under Public Law 103–354 inven-
tory farms, into family farm units. Coun-
ty Supervisors should investigate any
large tract that is offered for sale to
determine the feasibility of making FO
loans to enable several applicants to
acquire the tract. In considering the
feasibility of a tract for subdivision
into family farms, the following are
some of the factors that must be con-
sidered:

(1) Productivity of the land and its
suitability for operation as a family
farm;

(2) Cost of the land and improve-
ments;

(3) Accessibility to roads, markets,
schools, right-of-way, easements, and
other services.

(4) Disposition or omission of any
part of the tract that is not suitable;
and

(5) The number of eligible applicants
in the area.

(i) Liens junior to the FmHA or its suc-
cessor agency under Public Law 103–354
lien. A loan will not be approved if a
lien junior to the FmHA or its succes-
sor agency under Public Law 103–354
lien is likely to be taken simulta-
neously with or immediately subse-
quent to the loan closing to secure any
debt the borrower may have at the
time of loan closing or any debt that
may be incurred in connection with the
FO loan, such as for a portion of the
purchase price of the farm or money
borrowed from others for payments on
debts abainst the farm, unless the total
debt against the security would be
within its market value.

(j) Graduation of FO borrowers. If, at
any time, it appears that the borrower
may be able to obtain a refinancing
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loan from a cooperative or private
credit source at reasonable rates and
terms, comparable to those for loans
for similar purposes and periods of
time prevailing in the area, the bor-
rower will, upon request, apply for and
accept such financing. A borrower pay-
ing a rate of interest less than the mar-
ket rate wil be expected to pay the cur-
rent rate when able to do so.

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 18678, Apr. 30, 1992; 58 FR 26681, May 5,
1993; 59 FR 25801, May 18, 1994; 62 FR 9356,
Mar. 3, 1997]

§ 1943.25 Options, planning, and ap-
praisals.

(a) Optioning land. an applicant is re-
sponsible for obtaining options on real
property bought. Form FmHA or its
successor agency under Public Law 103–
354 440–34, ‘‘Option to Purchase Real
Property,’’ should be used if possible.
Other forms may be used if acceptable
to all parties concerned and to FmHA
or its successor agency under Public
Law 103–354. When an FmHA or its suc-
cessor agency under Public Law 103–354
form is not used, a provision should be
included which makes the option con-
tingent upon the FmHA or its succes-
sor agency under Public Law 103–354
making a loan to the buyer.

(1) The County Supervisor should ad-
vise the applicant to have an under-
standing with the seller on such items
as:

(i) Land description and number of
acres;

(ii) Buildings and fixtures included in
the transaction. The applicant should
determine the condition of property at-
tached to the land and the working
condition of any fixtures with movable
parts;

(iii) Minerals and the effect any min-
eral reservation has on the land value
and operating it as a farm;

(iv) Access to the land or any part of
it;

(v) The party responsible for taxes
and insurance; and

(vi) The party who will receive the
income from the land during the crop
year of the transaction.

(2) The applicant shoud decide if the
applicant wants the option recorded
and is responsible for paying any re-
cording fees.

(b) Farm business plans will be com-
pleted as provided in subpart B of part
1924.

(c) Appraisals. (1) Except as provided
in paragraph (c)(2) of this section, real
estate appraisals will be completed on
Forms FmHA 1922–1 or FmHA 1922–8,
‘‘Uniform Residential Appraisal Re-
port,’’ for farm real estate or residen-
tial farm real estate, respectively, by a
designated FmHA or its successor
agency under Public Law 103–354 real
property appraiser, or FmHA or its
successor agency under Public Law 103–
354 State-certified general contract
real property appraiser. Appraisals are
necessary when real estate is taken as
primary security, as defined in § 1943.4
of this subpart, and when loans are
serviced in accordance with subpart S
of part 1951 of this chapter. Real estate
appraisals are not required when real
estate is taken as additional security,
as defined in § 1943.4 of this subpart.
However, the County Supervisor will
document in the running record the es-
timated market value of the additional
security and the basis for the estimate.

(2) Other real estate appraisals com-
pleted by other State-certified general
appraisers may be used providing such
appraisals meet the ethics, com-
petency, departure provisions, etc., and
sections I and II of the Uniform Stand-
ards of Professional Appraisal Prac-
tices, and contain a mineral rights ap-
praisal as set out in paragraph (c)(4) of
this section. Prior to acceptance, the
appraisal must have an acceptable desk
review (technical) completed by an
FmHA or its successor agency under
Public Law 103–354 designated review
appraiser.

(3) A new real estate appraisal is not
required if the latest appraisal report
available is not over 1 year old, unless
the approval official requests a new ap-
praisal, or unless significant changes in
the market value of real estate have
occurred in the area within the 1-year
period.

(4) Real estate appraisals will be
completed as provided in subpart E of
part 1922 of this chapter. The rights to
mining products, gravel, oil, gas, coal,
or other minerals will be considered a
portion of the security for Farmer Pro-
grams loans and will be specifically in-
cluded as a part of the appraised value
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of the real estate securing the loans
using Form FmHA or its successor
agency under Public Law 103–354 1922–
11, ‘‘Appraisal for Mineral Rights.’’

(5) The value of stock required to be
purchased by Federal Land Bank (FLB)
borrowers may be added to the rec-
ommended market value of the real es-
tate, provided:

(i) An assignment is obtained on the
stock, or

(ii) An agreement is obtained which
provides that:

(A) The value of the stock at the
time the FLB loan is satisfied will be
applied on the FLB loan, or

(B) The stock refund check is made
payable to the borrower and FmHA or
its successor agency under Public Law
103–354, or

(C) The stock refund check is made
payable to the borrower and mailed to
the County Supervisor.

(iii) The total of the stock value and
the recommended market value of real
estate is indicated in the comments
section of the appraisal report.

(6) In the case of nonreal estate secu-
rity the following items apply:

(i) Form FmHA or its successor agen-
cy under Public Law 103–354 440–21,
‘‘Appraisal of Chattel Property,’’ will
be used.

(ii) The property which will serve as
security will be described in sufficient
detail so it can be identified.

(iii) Its current market value, or if
appropriate, the current cash value
will be determined.

[53 FR 35692, Sept. 15, 1988, as amended at 54
FR 47959, Nov. 20, 1989; 58 FR 26681, May 5,
1993; 59 FR 16773, Apr. 8, 1994; 62 FR 9356, Mar.
3, 1997]

§ 1943.26 Planning and performing
farm development.

The development work will be
planned and completed in accordance
with subpart A of part 1924 of this
chapter. The provisions of subpart E of
part 1901 of this chapter will be met in
connection with FO loans involving
recreational enterprises and the con-
struction of buildings.

§ 1943.27 Relationship with other lend-
ers.

An applicant will be requested to ob-
tain credit from another source when

information indicates such credit is
available. When another lender will not
make a loan for the total needs of the
applicant but is willing to participate
with an FO loan, consideration will be
given to a participation loan. FmHA or
its successor agency under Public Law
103–354 employees may not guarantee,
personally or for FmHA or its succes-
sor agency under Public Law 103–354,
repayment of advances made from
other credit sources. However, lenders
may be assured that lien priorities will
be recognized.

§ 1943.28 FmHA or its successor agen-
cy under Public Law 103–354 loans
simultaneous with other lenders.

(a) FmHA Guide Letter 1943–A–1
(available in any FmHA or its succes-
sor agency under Public Law 103–354 of-
fice), will serve as a guide in executing
MOUs with State Beginning Farmer
programs by which FO loans will be
made simultaneously with loans by
any State Beginning Farmer program.
Subpart R of part 2000 of this chapter,
‘‘Memorandum of Understanding FHA
or its successor agency under Public
Law 103–354–FCA,’’ (available in any
FmHA or its successor agency under
Public Law 103–354 office) will serve as
a guide in processing FO loans to be
made simultaneously with loans by
FLB to a common applicant. State Di-
rectors may work out agreements for
simultaneous loans with long-term
lenders other than FLBs for eligible
loan purposes. Such an agreement
should prohibit future advances by the
first mortgage holder except for taxes,
property insurance, reasonable mainte-
nance expenditures, and reasonable
foreclosure costs, but should not pro-
hibit subsequent FmHA or its succes-
sor agency under Public Law 103–354
loans. It should also cover items such
as appraisal methods, title clearances,
loan closing, the disbursement of funds
and, when appropriate, advance notice
of foreclosure. It may also cover other
items considered necessary or advis-
able for a sound FmHA or its successor
agency under Public Law 103–354 junior
lien loan.

(b) The County Supervisor and the
other lender’s representative should
maintain a close working relationship
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in processing loans to a mutual appli-
cant or borrower. When an FO loan is
made at the same time as a loan from
another lender, that lender’s lien will
have priority over the FmHA or its
successor agency under Public Law 103–
354 lien unless otherwise agreed upon.
The lender’s lien priority can cover the
following in addition to principal and
interest: advances for payment of
taxes, property insurance, reasonable
maintenance to protect the security,
and reasonable foreclosure costs in-
cluding attorney’s fees.

[53 FR 35692, Sept. 15, 1988, as amended at 58
FR 48288, Sept. 15, 1993]

§ 1943.29 Relationship with other
FmHA or its successor agency
under Public Law 103–354 loans, di-
rect and guaranteed.

(a) Direct FO loans may be made si-
multaneously with other FmHA or its
successor agency under Public Law 103–
354 loans, and to borrowers presently
indebted to FmHA or its successor
agency under Public Law 103–354, when
the loan limits will not be exceeded and
all requirements of the loans involved
will be met.

(b) A direct FO loan may be made to
a borrower with an outstanding guar-
anteed FO, SW, or RL loan when:

(1) The total direct and guaranteed
FO, SW and RL principal balance, in-
cluding the new loan, owed by the loan
applicant does not exceed $300,000 at
loan closing.

(2) The outstanding combined direct
and guaranteed FO principal balance
owed by the loan applicant, or owed by
anyone who will sign the note as co-
signer evidencing personal liability,
will not exceed the authorized guaran-
teed FO loan limit providing the por-
tion representing the direct FO indebt-
edness does not exceed the direct FO
loan limit. The deciding factors are the
type of entity and the personal liabil-
ity of the entity members. Individuals,
who are members or stockholders of a
cooperative or corporation that is in-
debted for a $200,000 direct and $100,000
guaranteed FO loan, can each borrow a
$200,000 direct and $100,000 guaranteed
FO loan, or any combination of direct
or guaranteed FO loan funds that does

not cause them to exceed the individ-
ual direct or guaranteed FO loan lim-
its, provided they conduct separate
farming operations as individuals and
they have not signed for personal li-
ability for the entity FO debt. Like-
wise, such entities, whose members or
stockholders are individually indebted
for the maximum direct or guaranteed
FO loan limits, may borrow the maxi-
mum direct or guaranteed FO loans
providing none of the members or
stockholders are required to pledge
personal liability for the entity debt.
Partners or joint operators of a part-
nership or joint operation, which are
indebted for a $200,000 direct and a
$100,000 guaranteed FO loan, cannot
borrow additional FO funds as individ-
uals in a separate operation, because
they are each personally liable for the
total entity debt. Likewise, such enti-
ties consisting of individuals who are
indebted for the maximum direct or
guaranteed FO loan limits, are not eli-
gible for FO loan assistance.

(3) Different lien positions on real es-
tate are considered separate and identi-
fiable collateral.

(4) All other requirements of the loan
are met.

(c) New applicants and borrowers in-
debted to the Agency or its successor
agency under Public Law 103–354 and/or
and the Agency or its successor agency
under Public Law 103–354 guaranteed
lender(s) for an EE loan may be consid-
ered for an FO loan(s) provided their
total outstanding principal indebtness
to the Agency or its successor agency
under Public Law 103–354 and/or the
Agency or its successor agency under
Public Law 103–354 guaranteed lender(s)
for the EE and any SW, RL OL and FO
loans will not exceed $650,000.

(d) A borrower may use the same col-
lateral to secure two or more loans, di-
rect or guaranteed, under this subpart
except that the outstanding amount of
such loans may not exceed the total
value of the collateral so used.

[53 FR 35692, Sept. 15, 1988, as amended at 55
FR 21528, May 25, 1990; 58 FR 44747, Aug. 25,
1993; 58 FR 48282, 48288, Sept. 15, 1993; 61 FR
35925, July 9, 1996]
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§§ 1943.30–1943.32 [Reserved]

§ 1943.33 Loan approval or dis-
approval.

(a) Loan approval authority. Initial
and subsequent loans may be approved
as authorized by subpart A of part 1901
of this chapter provided:

(1) The total debt including the
loan(s) being made (unpaid principal
and past due interest) against the secu-
rity will not exceed the market value
of the security.

(2) No significant changes have been
made in the development plan consid-
ered by the appraiser when real estate
will be taken as security.

(b) Loan approval action. (1) The loan
approval official must approve or dis-
approve applications within the dead-
lines set out in § 1910.4 of subpart A of
part 1910 of this chapter. The loan ap-
proval official is responsible for review-
ing the docket to determine whether
the proposed loan complies with estab-
lished policies and all pertinent regula-
tions. When reviewing the docket, the
loan approval official will determine
that:

(i) The Agency has certified the ap-
plicant eligible.

(ii) Funds are requested for author-
ized purposes.

(iii) The proposed loan is based on a
feasible plan. Planning forms other
than Form FmHA or its successor
agency under Public Law 103–354 431–2
may be used when they provide the
necessary information.

(iv) The security is adequate.
(v) Necessary supervision is planned,

and
(vi) All other pertinent requirements

have been met or will be met.
(2) [Reserved]

[53 FR 35692, Sept. 15, 1988, as amended at 57
FR 18678, Apr. 30, 1992; 61 FR 35926, July 9,
1996]

§ 1943.34 Requesting title service and
accepting option.

(a) The County Supervisor will re-
quest the applicant to obtain title
clearance as provided in subpart B of
part 1927 of this chapter, when re-
quired, if this has not been done.

When the loan is approved, the fol-
lowing action will be taken:

(b) The applicant will sign Form
FmHA or its successor agency under
Public Law 103–354 440–35, ‘‘Acceptance
of Option,’’ and send the original to the
seller if land is being acquired. A copy
will be kept in the case folder.

(c) The applicant will arrange with
the seller to take possession when land
is being acquired.

[53 FR 35692, Sept. 15, 1988, as amended at 54
FR 47959, Nov. 20, 1989; 56 FR 67481, Dec. 31,
1991]

§ 1943.35 Action after loan approval.
(a) Requesting check. If the County

Supervisor is reasonably certain that
the loan can be closed within 20 work-
ing days from the date of the check,
loan funds may be requested at the
time of loan approval through the field
office terminal system. If funds are not
requested when the loan is approved,
advances in the amount needed will be
requested through the field office ter-
minal system. Loan funds must be pro-
vided to the applicant(s) within 15 days
after loan approval, unless the appli-
cant(s) agrees to a longer period. If no
funds are available within 15 days of
loan approval, funds will be provided to
the applicant as soon as possible and
within 15 days after funds become
available, unless the applicant agrees
to a longer period. If a longer period is
agree upon by the applicant(s), the
same will be documented in the case
file by the County Supervisor.

(1) When all loan funds can be dis-
bursed at, or within 30 days after, loan
closing of if the amount of funds that
cannot be disbursed does not exceed
$5,000, the total amount of the loan will
be requested in a single advance.

(2) When loans funds cannot be dis-
bursed as outlined in paragraph (a)(1)
of this section, the amount needed to
meet the immediate needs of the bor-
rower will be requested through the
field office terminal system. The
amount of each advance should meet
the needs of borrowers as much as pos-
sible, so that the amount in the super-
vised bank account will be kept at a
minimum. The Finance Office will con-
tinue to supply Form FmHA or its suc-
cessor agency under Public Law 103–354
440–57 until the entire loan has been
disbursed. The County Supervisor
should tell the borrower to notify the
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County Office of amounts needed on a
timely basis to avoid delays in receiv-
ing loan checks.

(b) Handling loan checks. (1) When the
loan check or the borrower’s personal
funds are to be deposited in the des-
ignated loan closing agent’s escrow ac-
count, this will be done no later than
the date of loan closing. If loan funds
or the borrower’s personal funds are to
be deposited in a supervised bank ac-
count, this will be done in accordance
with subpart A of part 1902 of this
chapter as soon as possible, but in no
case later than the first banking day
following the date of loan closing.

(2) If a loan check is received and the
loan cannot be closed within 20 work-
ing days from the date of the check,
the County Supervisor will take appro-
priate action in accordance with FmHA
Instruction 2018–D, a copy of which
may be obtained from any FmHA or its
successor agency under Public Law 103–
354 office. The applicant must agree to
a delayed loan closing and the same
will be documented in the case file by
the County Supervisor.

(3) When a check is returned and the
loan will be closed at a subsequent
date, another check will be requested
in accordance with FmHA Instruction
2018–D.

(c) Cancellation of loan. If, for any
reason a loan check or obligation will
be cancelled:

(1) The County Supervisor will notify
the State Office of loan cancellation by
using Form FmHA or its successor
agency under Public Law 103–354 1940–
10, ‘‘Cancellation of U.S. Treasury
Check and/or Obligation.’’ The County
Office will send a copy of Form FmHA
or its successor agency under Public
Law 103–354 1940–10 to the designated
attorney, Regional Attorney, or the
title insurance company representative
providing loan closing instructions to
indicate that the loan has been can-
celed. If a check received in the County
Office is to be canceled, the check will
be returned as prescribed in FmHA In-
struction 2018–D (available in any
FmHA or its successor agency under
Public Law 103–354 office).

(2) Interested parties will be notified
of the cancellation as provided in sub-
part B of part 1927 of this chapter.

(d) Cancellation of advances. When an
advance is to be cancelled, the County
Supervisor must take the following ac-
tions;

(1) Complete and distribute Form
FmHA or its successor agency under
Public Law 103–354 1940–10 in accord-
ance with the FMI.

(2) When necessary, prepare and exe-
cute a substitute promissory note re-
flecting the revised total of the loan
and the revised repayment schedule.
When it is not possible to obtain a sub-
stitute promissory note, the County
Supervisor will show on Form FmHA
or its successor agency under Public
Law 103–354 440–57 the revised amount
of the loan and the revised repayment
schedule.

(e) Increase or decrease in amount of
loan. If it becomes necessary to in-
crease or decrease the amount of the
loan prior to loan closing, the County
Supervisor will request that all distrib-
uted docket forms be returned to the
County Office and reprocessed unless
the change is minor and replacement
forms can readily be completed and
submitted. In the latter case, a memo-
randum will be attached to the revised
forms and sent to the State Office.

[53 FR 35692, Sept. 15, 1988, as amended at 54
FR 39727, Sept. 28, 1989; 56 FR 67481, Dec. 31,
1991; 59 FR 54788, 54789, Nov. 2, 1994]

§§ 1943.36–1943.37 [Reserved]

§ 1943.38 Loan closing actions.
When a loan closing date has been

agreed upon, the County Supervisor
will notify the borrower and the seller,
if any, of the loan closing date. The fol-
lowing appropriate actions will be
taken in connection with, and after,
loan closing.

(a) Real estate mortgage loans. When a
loan is to be secured by a real estate
mortgage, it will be closed in accord-
ance with the applicable provisions of
subpart B of part 1927 of this chapter
except as modified for loans of $10,000
or less in § 1943.19 (a)(6).

(b) Loans involving chattel or other
nonreal estate security. All chattel secu-
rity instruments will be signed and
filed as prescribed in subpart B of part
1941 of this chapter for operating loans.
The following forms will be used for
chattel security:
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(1) Form FmHA or its successor agen-
cy under Public Law 103–354 440–15,
‘‘Security Agreement (Insured Loans
to Individuals).’’

(2) Form FmHA or its successor agen-
cy under Public Law 103–354 440–25, ‘‘Fi-
nancing Statement’’ or, when author-
ized, Form FmHA or its successor
agency under Public Law 103–354 440–
A25, ‘‘Financing Statement.’’

(3) State forms may be used if na-
tional forms are not legally acceptable.
Such forms will require OGC and Na-
tional Office clearance.

(c) Applicant’s financial condition. The
County Supervisor will review with the
applicant the financial statement
which was prepared at the time the
docket was developed. If there have
been significant changes in the appli-
cant’s financial condition, the finan-
cial statement will be revised and ini-
tialed by the applicant and the County
Supervisor. When an applicant’s finan-
cial condition has changed to the ex-
tent that it appears that the loan
would be unsound or improper, the loan
will not be closed. If a revised loan
docket is needed to meet loan
requirments or determine loan sound-
ness, it will be developed and submit-
ted to the appropriate loan approval of-
ficial.

(d) Loan approval conditions. The
County Supervisor will inform the ap-
plicant of any loan approval conditions
that need to be met. These conditions
will usually be included in the notice
informing the applicant of the loan
closing date. The loan will not be
closed if the applicant is unable to
meet loan approval conditions.

(e) Change in the use of funds planned
for refinancing. (1) County Supervisors
are authorized to:

(i) Transfer funds planned to be used
for refinancing specific debts to other
debts when there is a need to do so, and

(ii) Transfer funds planned to be used
for other purposes to pay small defi-
ciencies in estimates for refinancing
debts, providing there are sufficient re-
maining funds to complete any land
purchase and planned development.

(2) A revised docket will be developed
when:

(i) The total amount of debts to be
refinanced has increased in such an

amount that planned loan purposes
cannot be carried out, and

(ii) The applicant is unable to make
up any deficiencies from other re-
sources.

(f) Assignment of income from real es-
tate to be mortgaged. Income to be re-
ceived by the borrower from royalties,
leases, or other existing agreements
under which the value of the real es-
tate security will be reduced will be as-
signed and disposed of in accordance
with subpart A of part 1965 of this
chapter, including provisions for writ-
ten consent of any prior lienholder.
When the County Supervisor deems it
advisable, assignments also may be
taken on all or a portion of income to
be derived from nondepleting sources
such as income from bonus payments
or annual delay rentals. Such income
will be assigned and disposed of in ac-
cordance with subpart A of part 1965 of
this chapter.

(1) For assignment of income, Form
FmHA or its successor agency under
Public Law 103–354 443–16, ‘‘Assignment
of Income from Real Estate Security,’’
will be used, except if it is legally inad-
equate in a State it may be adapted to
that State with the approval of the
OGC or an authorized State Form may
be used instead.

(2) The County Supervisor, upon the
advice of the designated attorney, es-
crow agent, title insurance company,
or the OGC, as appropriate, may re-
quire acknowledgment and recordation
of the assignment. Any cost incident
thereto will be paid by the borrower.

(3) At the time Form FmHA or its
successor agency under Public Law 103–
354 443–16 is executed, appropriate nota-
tions will be made on Form FmHA or
its successor agency under Public Law
103–354 1905–1, ‘‘Management System
Card—Individual,’’ to insure that the
proceeds, or the specified portions of
the proceeds assigned to FmHA or its
successor agency under Public Law 103–
354 from the transactions, are remitted
at the proper time.

(g) Preparation of the note. Form
FmHA or its successor agency under
Public Law 103–354 1940–17, ‘‘Promis-
sory Note,’’ will be used and completed
in accordance with the FMI.

(1) Separate notes will be prepared
for any other FmHA or its successor
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agency under Public Law 103–354 loan
made simultaneously with the FO loan.
The notes will be completed as pro-
vided in the appropriate loan regula-
tion and FMI.

(2) All FmHA or its successor agency
under Public Law 103–354 notes to be
secured by real estate can be described
in the same mortgage.

(3) The promissory note will be
signed as follows:

(i) Individuals. Only the applicant(s)
will sign the note as a borrower. If the
co-signer is needed (see § 1910.3(e) of
subpart A of part 1910 of this chapter),
the co-signer will also sign the note.
Any other signatures needed to assure
the required security will be obtained
as provided in State supplements. Per-
sons who are minors or mental
incompetents will not execute a prom-
issory note. Except when a person has
pledged only property as security for a
loan, the purpose and effect of signing
a promissory note or other evidence of
indebtedness for a loan made or insured
by FmHA or its successor agency under
Public Law 103–354 is to incur individ-
ual personal liability regardless of any
State law to the contrary.

(ii) Cooperatives or corporations. The
promissory note(s) will be executed so
as to evidence liability of the entity as
well as individual liability of all mem-
ber(s) or stockholder(s) in the entity.

(iii) Partnerships or joint operations.
The note will be executed by the part-
ner or joint operator authorized to sign
for the entity, and all partners in the
partnership or joint operators in the
joint operation, as individuals.

(h) Supplementary payment agreement.
Form FmHA or its successor agency
under Public Law 103–354 440–9, ‘‘Sup-
plementary Payment Agreement,’’
should be used for each applicant who
regularly (such as weekly, monthly, or
quarterly) receives substantial income
from an off-farm source, a nonfarm en-
terprise, or from farming.

(i) Obtaining insurance. The applicant
will be informed of the insurance re-
quirements set forth in § 1943.24(d) of
this subpart.

(j) Effective time of loan closing. An FO
loan is considered closed when the
mortgage is filed for record.

(k) Distribution of documents after loan
closing. The County Supervisor should

review the forms and closing actions.
Corrective action should be taken when
necessary.

(1) Real estate mortgage.
(i) When the original recorded instru-

ment is returned to County Office:
(A) File the original in the County

Office file, and
(B) Give a copy to the borrower.
(ii) When the original is retained by

recorder:
(A) File a conformed copy in County

Office file, and
(B) Give a conformed copy to the bor-

rower.
(iii) The County Supervisor will pro-

vide copies that may be needed in some
cases for interested third parties.

(2) Deeds.
(i) Give the original to borrower, and
(ii) Retain one copy to file.
(3) Title insurance policies.
(i) File the mortgage title policy in

the County Office file, and
(ii) Give the Owner’s title policy, if

one is obtained, to the borrower.
(4) Water stock certificates or simi-

lar collateral will be retained in the
County Office file.

(5) Abstracts of title.
(i) Return to the borrower, except

that when they were obtained from a
third party with understanding they
will be returned, the abstracts will be
sent to the third party. A memoran-
dum receipt will be obtained when ab-
stracts are delivered to the third party.

(ii) Form FmHA or its successor
agency under Public Law 103–354 140–4,
‘‘Transmittal of Documents’’ will be
used and a receipted copy kept in the
County Office. The FMI should be fol-
lowed for preparing this form.

[53 FR 35692, Sept. 15, 1988, as amended at 56
FR 67481, Dec. 31, 1991; 57 FR 18678, Apr. 30,
1992; 58 FR 48288, Sept. 15, 1993; 59 FR 25801,
May 18, 1994]

§§ 1943.39–1943.41 [Reserved]

§ 1943.42 Servicing.
FO loans will be serviced in accord-

ance with subpart A of part 1965 of this
chapter and/or subpart S of part 1951 of
this chapter. Chattel security for FO
loans will be serviced in accordance
with subpart A of part 1962 of this
chapter and/or subpart S of part 1951 of
this chapter.

VerDate 12<JAN>99 07:40 Feb 03, 1999 Jkt 183022 PO 00000 Frm 00255 Fmt 8010 Sfmt 8010 Y:\SGML\183022T.XXX pfrm02 PsN: 183022T



262

7 CFR Ch. XVIII (1–1–99 Edition)§ 1943.43

§ 1943.43 Subsequent FO loans.
A subsequent FO loan is a loan made

to a borrower who is currently in debt
for an FO loan.

(a) A subsequent loan may be made
for the same purpose and under the
same conditions as an initial loan.

(b) The subsequent loan will be proc-
essed in the same manner as an initial
loan.

(c) A new real estate mortgage will
not be necessary provided:

(1) All the land which will serve as
security for the loan is described on
the present real estate mortgage and

(2) The real estate mortgage has a fu-
ture advance clause and a State supple-
ment provides authority for using such
a clause and

(3) The required lien priority is ob-
tained with the existing mortgage and
future advance clause.

§ 1943.44 Subordinations.
Subordinations in favor of other

lenders will be processed in accordance
with subpart A of part 1965 of this
chapter.

§§1943.45–1943.49 [Reserved]

§ 1943.50 State supplements.
State supplements will be issued as

necessary to implement this subpart.

EXHIBIT A TO SUBPART A—FARMERS
HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW
103–354 LOANS TO ENTRYMEN ON
UNPATENTED PUBLIC LANDS

I. GENERAL: This exhibit provides addi-
tional policies and procedures applicable to
(1) insured Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 loans to homestead and desert-
land entrymen which are to be secured by
real estate, and (2) taking of real estate
mortgages on entries to secure Farm Owner-
ship, Soil and Water, Individual Recreation,
Operating, Emergency, Single Family Hous-
ing, and Farm Labor Housing loans in con-
nection with loan making and servicing.

A. Authority. The authorizations contained
in this exhibit clarify security and servicing
for loans to entrymen and are based on Pub-
lic Law 361. Attachment 1 is a Memorandum
of Understanding between the Department of
the Interior and the Department of Agri-
culture and outlines the general procedures
to be followed when loans are made to
entrymen. Reference to Guaranteed Loans in

the Memorandum of Understanding is not
applicable.

B. Cooperation Between the Department of
Agriculture and the Department of the Interior.
The extension of financial assistance and
taking of real estate mortgages authorized
in paragraph I A will be facilitated through
the cooperation of the FmHA or its successor
agency under Public Law 103–354, the Bureau
of Land Management (BLM), and the Bureau
of Reclamation (BR), as provided in the
Memorandum of Understanding.

C. Special Policies Applicable to Dwellings,
Land Improvement and Ownership. An FmHA
or its successor agency under Public Law
103–354 loan will not be made to an applicant
who lacks the capital or who cannot obtain
credit to provide (1) any required habitable
dwellings within the statutory period speci-
fied in pargraph I D for the establishment of
residence, and (2) land development suffi-
cient for success but in no case less than
that necessary to meet the entry require-
ments. The Notice of Allowance of Entry is
adequate to meet the ownership requirement
until the patent is issued.

D. Patent Requirements. All entrymen will
be expected to keep in contact with appro-
priate officials of the BLM, and BR and com-
ply with pertinent laws and regulations of
these Agencies relating to the issuance of
patents for homestead or desertland entries.
When applicable, reclamation proof must be
filed by the borrower at the earliest possible
date. Likewise, FmHA or its successor agen-
cy under Public Law 103–354 personnel con-
cerned with making and securing FmHA or
its successor agency under Public Law 103–
354 loans to entrymen should acquaint them-
selves with BLM and BR representatives and
keep informed of their regulations relating
to the issuance of patents for homestead or
desertland entries, including but not limited
to the following:

1. RESIDENCE AND DEVELOPMENT RE-
QUIREMENTS. A homestead entryman must
established residence upon the tract entered
within 6 months after date of the entry un-
less an extension of time is allowed and must
maintain a residence there for 3 years. The
entryman should notify the authorized offi-
cer of the BLM upon establishing residence.
When an FmHA or its successor agency
under Public Law 103–354 loan is made for
any purpose, the requirements of the appli-
cable FmHA or its successor agency under
Public Law 103–354 regulations must be met.
Likewise any residence or development re-
quirements of BLM or BR will be met.

2. FINAL PROOF. Specific requirements
for final proof for homestead entrymen is
found in 43 CFR 2515.7 and final proof for des-
ertland entrymen is found in 43 CFR 2521.6.

a. Homestead Entryman: Final proof must
be filed within 5 years from the date of al-
lowance of entry. A patent will not be issued
until the entryman has submitted final
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proof. Final proof must show that (1) a habit-
able dwelling is on the land at the time proof
is submitted, (2) residence requirements have
been met, (3) the improvements are of such
character as to show good faith, and (4) the
entryman is a citizen of the United States.
When the entryman is ready to submit final
proof the entryman should notify the BR and
request instructions regarding the procedure
to be followed.

b. Desertland Entryman: Final proof must
be made within 4 years from the date of
entry. General requirements of the BLM that
must be met include: (1) Filing a map at the
initiation of the entry showing the method
of irrigation and the proposed source of
water supply, (2) an annual expenditure for 3
years of not less than $1 for each acre in the
necessary development of the land, (3) filing
a map at the end of the third year showing
the character and extent of improvements,
and (4) yearly proof of expenditures contain-
ing statements of two or more credible wit-
nesses who have knowledge that the expendi-
tures were made.

The County Supervisor should consult the
BLM official for any additional requirements
of the entryman such as preparing a notice
of intention to make final proof, publication
of final proof and submission of final proof.

3. RECLAMATION PROOF. Reclamation
proof for homestead entryman may be sub-
mitted with, or at any time after, the sub-
mission of homestead proof. In additon to
the final homestead proof mentioned in para-
graph I D 2, the filing of reclamation proof is
required as a condition for obtaining a pat-
ent to any entry within a reclamation
project. Reclamation proof must show rec-
lamation and cultivation of at least one-half
of the irrigable area in the entry for 2 years
immediately preceding the date of submis-
sion of proof and the payment of all reclama-
tion charges due at that time. Reclamation
proof, in proper form, must be submitted to
the official in charge of the project accom-
panied by the payment of final homestead
commissions.

II. LOAN PROCESSING: When making an
FmHA or its successor agency under Public
Law 103–354 loan to be secured by the
entryman’s land, existing FmHA or its suc-
cessor agency under Public Law 103–354 poli-
cies, procedures, and loan authorities appli-
cable to the particular type of loan will be
met, except as follows:

A. Applications. 1. APPLICATIONS FROM
ENTRYMEN NOT IN A FEDERAL REC-
LAMATION PROJECT. An application for an
FmHA or its successor agency under Public
Law 103–354 loan from an entryman with re-
spect to public land not within a Federal rec-
lamation project will be considered only
after the entryman has selected a farm and
received the Notice of Allowance of Entry
from BLM. The original or a copy of the doc-
ument showing allowance of entry must be

attached to Form FmHA or its successor
agency under Public Law 103–354 410–1, ‘‘Ap-
plication for FmHA or its successor agency
under Public Law 103–354 Services.’’

2. APPLICATIONS FROM ENTRYMEN IN
A FEDERAL RECLAMATION PROJECT. An
application for an FmHA or its successor
agency under Public Law 103–354 loan from
an entryman with respect to public land
within a Federal reclamation project will
not be considered until after the entryman
has received a Certificate of Eligibility from
BR and has selected a farm. If at the time of
making application the entryman has re-
ceived the Notice of Allowance of Entry from
BLM, he will attach the original or a copy of
such document to Form FmHA or its succes-
sor agency under Public Law 103–354 410–1. If
the entryman has not received the Notice of
Allowance of Entry, a copy of the Certificate
of Eligibility must be attached to the FmHA
or its successor agency under Public Law
103–354 application. However, the docket will
not be approved until the original or a copy
of the document showing Notice of Allow-
ance of Entry has been received from the ap-
plicant and placed in the loan docket.

3. SUPPLEMENTAL INFORMATION ON
APPLICANT. At the time of making applica-
tion for an FmHA or its successor agency
under Public Law 103–354 loan to be secured
by real estate, the entryman may be re-
quested to authorize the FmHA or its succes-
sor agency under Public Law 103–354 to ob-
tain from BLM or BR any available informa-
tion concerning the entryman’s application
for homestead, desertland, or reclamation
entry for use by the FmHA or its successor
agency under Public Law 103–354 in deter-
mining the entryman’s eligibility for the
loan as provided in the Memorandum of Un-
derstanding.

B. Special Items in Development of Loan
Dockets for Loans to be Secured by the
Entryman’s Land. Loan dockets for loans to
entrymen will be prepared and distributed in
accordance with the applicable FmHA or its
successor agency under Public Law 103–354
regulations, except as modified by this para-
graph.

1. DEVELOPMENT PLAN. An extra copy
of Form FmHA or its successor agency under
Public Law 103–354 1924–1, ‘‘Farm Develop-
ment Plan’’ will be prepared and sent to
BLM in each case. When the entryman’s
farm is located in a Federal reclamation
project, any development items listed on
Form FmHA or its successor agency under
Public Law 103–354 1924–1 must be consistent
with the overall plans for development of the
reclamation project. Consequently, when
Form FmHA or its successor agency under
Public Law 103–354 1924–1 provides for the
leveling of land or the installation of farm
distribution and surface drainage systems
another extra copy will be prepared and sent
to the Reclamation Project Officer as soon
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as the County Supervisor determines that
there is a reasonable likelihood that the loan
will be made. If Form FmHA or its successor
agency under Public Law 103–354 1924–1 con-
flicts with the overall BR plans for the devel-
opment of the Federal reclamation project,
officials of the BR will so advise the County
Supervisor. The processing of the loan will
not be delayed while awaiting such advice
from BR but the FmHA or its successor
agency under Public Law 103–354 loan will
not be closed until Form FmHA or its suc-
cessor agency under Public Law 103–354 1924–
1 is revised to make it consistent with the
BR plans. The County Supervisor will advise
the Project Officer or Authorized Officer in
writing whenever changes are made in the
plans approved by the FmHA or its successor
agency under Public Law 103–354.

C. Title Clearance. 1. The entryman appli-
cant will be required to furnish and pay for
a certified statement prepared by a qualified
title examiner or abstractor or as otherwise
required by a State supplement which will
include finding with respect to any outstand-
ing land leveling contracts and any other
claims of any kind on record against the
entry. This certified statement will be in-
cluded in the loan docket. Where there is an
outstanding land leveling contract, the ap-
plicant’s copy of such contract also will be
included in the loan docket and returned to
the borrower when the loan is closed.

2. The State Director, upon advice from
the Office of the General Counsel, will in-
form the County Supervisor regarding the
acceptable form of certified statement re-
quired in paragraph II C 1.

D. Loan Closing. Except as provided by this
exhibit, FmHA or its successor agency under
Public Law 103–354 loans will be closed in ac-
cordance with the applicable FmHA or its
successor agency under Public Law 103–354
regulation.

1. REAL ESTATE MORTGAGE FORMS.
Whenever the entry is located within a Fed-
eral reclamation project two extra copies of
Form FmHA or its successor agency under
Public Law 103–354 1927–1, ‘‘Real Estate Mort-
gage,’’ will be prepared. If the entry is not
within a Federal reclamation project, one
extra copy of the real estate mortgage will
be prepared. After the loan has been closed,
a conformed copy of the real estate mortgage
will be sent to BLM and, if the entry is lo-
cated in a Federal reclamation project, a
conformed copy of the mortgage also will be
sent to the BR. The entryman’s serial num-
ber which appears on the original document
showing Notice of Allowance of Entry will be
typed on the original, and the conformed
copies of the Mortgage for BLM and BR will
indicate the date and place of recordation
and the book and page numbers.

2. COUNTY OFFICE RECORD OF ALLOW-
ANCE OF ENTRY. When the loan is closed a

copy will be made of the original document
showing Notice of Allowance of Entry for the
borrower’s county office case folder, unless a
copy was funished. The County Supervisor
will sign the following certification which
will be typed on this copy:

‘‘I hereby certify that this is an exact copy
of the Notice of Allowance of Entry issued by
the BLM to llllllllll (Entryman’s
Name) residing at llllllllll
(Entryman’s Address)’’
llllllllllllllllllllllll

County Supervisor
When the original document showing al-

lowance of entry is furnished, it will be re-
turned to the borrower.

3. ENTRIES REQUIRED ON MANAGE-
MENT SYSTEM CARDS. Upon closing the
loan, the County Supervisor will enter a no-
tation on the borrower’s Management Sys-
tem Card (Form FmHA or its successor agen-
cy under Public Law 103–354 405–1) as to the
date when the borrower must submit final
proof to the BLM in fulfillment of the re-
quirements to obtain a patent. If residence
has not been established, a notation also will
be made on the Management System Card of
the date such residence must be commenced.
It will be the responsibility of the County
Supervisor to follow through to see that the
borrower completes these actions.

III. MORTGAGE ON REAL ESTATE FOR
ADDITIONAL SECURITY. When it is deemed
advisable to take a mortgage on the home-
stead or desertland entry as additional secu-
rity or to otherwise protect the interests of
the FmHA or its successor agency under
Public Law 103–354, a real estate mortgage
will be taken on such entry. The mortgage
will be taken as authorized in subpart A of
part 1965 of this chapter (FmHA Instruction
465.1). In such a case, a copy of the real es-
tate mortgage will be sent to BLM and, if
the farm is located in a Federal reclamation
project, a copy of the mortgage also will be
sent to the BR.

IV. DEFAULT AND DISPOSAL OF UNITS:
The County Supervisor will coordinate with
the local BLM and BR representatives and
keep the State Director currently advised on
any cases in default or where default is an-
ticipated. The State Director will be guided
by Attachment I and advice of the Office of
the General Counsel in fulfilling FmHA or
its successor agency under Public Law 103–
354’s responsibilities for disposal of any units
on which a patent has not been issued. Units
on which a patent has been issued will be
serviced by applicable FmHA or its successor
agency under Public Law 103–354 procedures.
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ATTACHMENT I

MEMORANDUM OF UNDERSTANDING BETWEEN
THE DEPARTMENT OF AGRICULTURE AND THE
DEPARTMENT OF THE INTERIOR RELATING TO
FINANCIAL ASSISTANCE BY THE FARMERS
HOME ADMINISTRATION OR ITS SUCCESSOR
AGENCY UNDER PUBLIC LAW 103–354 TO
ENTRYMEN ON PUBLIC LANDS

PART I—PURPOSE AND DEFINITIONS

A. Purpose. The purpose of this memoran-
dum is to outline the general procedure to be
followed by the Farmers Home Administra-
tion (FHA) or its successor agency under
Public Law 103–354, the Bureau of Land Man-
agement (BLM), and the Bureau of Reclama-
tion (BR), when FHA or its successor agency
under Public Law 103–354 extends financial
assistance to entrymen on unpatented public
lands, including public land in reclamation
projects.

B. Definitions. Unless otherwise indicated
in this memorandum:

(1) The term unit will be used to describe
an adequate family farm, less than adequate
family farm, a portion of a farm or any other
tract of land.

(2) The term FHA also includes its insured
lenders and guaranteed lenders.

(3) The term outstanding balance includes
(a) the unpaid indebtedness under the FHA
or its successor agency under Public Law
103–354 mortgage, (b) any unpaid costs owed
to BR for construction by it of a special dis-
tribution system to serve a unit where such
costs have been allocated to the unit as a
separate item, and (c) any portion of an SW
association loan made by FHA or its succes-
sor agency under Public Law 103–354 for con-
struction of a domestic water system to
serve the unit and secured by a lien on the
unit. It does not include any portion of an
SW association loan made by the FHA or its
successor agency under Public Law 103–354
for construction of a domestic water system
to serve the unit and not secured by a lien on
the unit, nor project construction costs
charged to the unit.

(4) Pub. L. 361, 81st Congress (7 U.S.C. 1006a
and 1006b), is referred to as ‘‘Pub. L. 361.’’ It
applies to Farm Ownership (FO), Operating
(OL), Soil and Water Conservation (SW)
loans made to individuals and Recreation
(RL) loans to individuals under the Consoli-
dated Farm and Rural Development Act of
1972 (7 U.S.C. 1921) and prior laws. It does not
apply to Emergency (EM) loans made under
that act or prior laws, nor to Housing (RH)
loans made under Title V of the Housing Act
of 1949 (42 U.S.C. 1471), or to any other loans
made or administered by FHA or its succes-
sor agency under Public Law 103–354.

(5) Pub. L. 419 (86 Stat. 675) amended Pub.
L. 361 to add desertland entrymen as eligible
for the same loans as indicated in (4) above.

(6) The term Project Officer refers to the BR
Officer who may properly hold the requisite
responsibility for the project or area in ques-
tion.

(7) The term authorized officer refers to the
BLM Officer to whom has been delegated the
required responsibility for the area in ques-
tion.

(8) The term County Supervisor means
County Supervisor for FHA or its successor
agency under Public Law 103–354.

(9) The term State Director means State Di-
rector for FHA or its successor agency under
Public Law 103–354.

PART II—GENERAL PROVISIONS

A. FHA or its successor agency under Pub-
lic Law 103–354 regulations will govern mak-
ing and servicing FHA or its successor agen-
cy under Public Law 103–354 loans, including
the taking of mortgages as additional secu-
rity for existing FHA or its successor agency
under Public Law 103–354 loans.

B. In connection with applications for FHA
or its successor agency under Public Law
103–354 loans or credit sales to eligible appli-
cants, the Project Officer of BR or the au-
thorized officer of BLM, upon written re-
quest of the County Supervisor, will furnish
the following:

1. Written consent to make the applicant
an FHA or its successor agency under Public
Law 103–354 loan or to secure an existing
FHA or its successor agency under Public
Law 103–354 loan.

2. Any information which BR or BLM has
concerning the applicant, provided, in the
case of BR information, the request has the
following authorizations attached to it:
Datellllll, 19l

I hereby authorize the Bureau of Reclama-
tion to make available to the Farmers Home
Administration or its successor agency
under Public Law 103–354 any information
the Bureau may have concerning my trans-
actions with it. This information may be
used by the Farmers Home Administration
or its successor agency under Public Law
103–354 in determining my eligibility and
qualifications for a loan, and is to be treated
as confidential.

(Type name of applicant below signature)
signed lllllllllllllllll

(applicant)
signed lllllllllllllllll

(spouse)
3. A statement of account, showing the ap-

plicant’s outstanding balance if there is a
debt owed to BR (principal balance, accrued
unpaid interest, and daily interest accrual
rate, any other charges and any unpaid spe-
cial distribution system costs, and the
amount, delinquent).

4. A report on any development and resi-
dence requirements which have not been
completed and on eligibility of the unit for
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water, including full information on the sta-
tus of any excess land.

5. Advice as to whether the applicant is in
default because of failure to pay water
charges, or because of breach of any other
agreements with the Bureau of Reclamation.

C. A homestead or desertland entryman on
public land not in a reclamation project may
apply to the County Supervisor for an FHA
or its successor agency under Public Law
103–354 loan when his entry has been allowed.
The original or a copy of the Notice of Al-
lowance of Entry from BLM must be at-
tached to the application for a loan from
FHA or its successor agency under Public
Law 103–354. Upon request of the County Su-
pervisor, the authorized officer of the BLM,
to the extent applicable will furnish any in-
formation that office has with respect to the
applicant entryman.

An applicant for a homestead on a rec-
lamation project likewise may apply to the
County Supervisor for an FHA or its succes-
sor agency under Public Law 103–354 loan
when he has received from the BR a Certifi-
cate of Eligibility and has selected a unit. A
copy of the Certificate of Eligibility must be
attached to the application for a loan from
the FHA or its successor agency under Pub-
lic Law 103–354 unless the unit has been en-
tered, in which case the Notice of Allowance
of Entry will be attached to the application
for a loan. Each application for such a loan
filed by an entryman will be processed in
substantially the same manner as other ap-
plication of a similar character, including
the preparation of the loan docket, certifi-
cations by the FHA or its successor agency
under Public Law 103–354 County Committee,
and approval by the duly authorized loan ap-
proving official. If any conflict exists be-
tween the development plans of FHA or its
successor agency under Public Law 103–354
and BR or BLM, the difference must be rec-
onciled prior to loan closing. A copy of the
Notice of Allowance of the Entry will be re-
quired in the loan docket before a loan is
closed.

D. Upon closing of a loan to an entryman,
when real estate security is taken, the Coun-
ty Supervisor will send copies of the real es-
tate mortgage to the authorized officer of
BLM, and to BR if appropriate. The County
Supervisor will indicate on the mortgage the
date such instrument was filed for record
and the entryman’s homestead or desertland
entry serial number. Copies of these instru-
ments will serve as notification to BLM or
BR that a loan has been made by FHA or its
successor agency under Public Law 103–354
and may be used in connection with the serv-
icing of such loans as indicated herein.

PART III—LOAN SERVICING

A. If the entryman-borrower repays his in-
debtedness in full to FHA or its successor
agency under Public Law 103–354 before a

patent is issued to him by BLM, the County
Supervisor will promptly notify the BLM au-
thorized officer of the release of the mort-
gage lien.

B. When final homestead or desertland
entry proof or homestead proof and reclama-
tion proof submitted by an entryman-bor-
rower is accepted by the BLM and a patent
is issued before BLM is notified of the full
repayment of the indebtedness to FHA or its
successor agency under Public Law 103–354,
the patent issued will make reference to the
FHA or its successor agency under Public
Law 103–354 mortgage as follows:

‘‘This patent is issued subject to the rights
of the United States under a certain mort-
gage or deed of trust executed by lll and
lllllll under date of llllllll,
19 ll, recorded in Book lll, Page
lllll of the records of the Recorder of
Deeds for lllll.’’

In such cases, if the patent is issued to a
person other than the mortgager or the pur-
chaser at foreclosure of the mortgage, there
shall also be inserted after the recital of rec-
ordation of the mortgage the following
words: ‘‘Which the patentee assumes and
agrees to pay.’’

C. Upon issuance of the patent to the
entryman-borrower, the authorized officer of
BLM will notify the State Director that the
patent has been issued and mailed to the
entryman-borrower. Upon such notification,
the County Supervisor will advise the
entryman-borrower to record the patent
promptly in the real estate records in the
county in which his unit is located, and will
check the records to determine that the rec-
ordation has been accomplished. The
issuance of the patent will terminate any
further relationship between BLM and FHA
or its successor agency under Public Law
103–354 insofar as the entryman-borrower is
concerned.

D. In the event that an entryman-borrower
has not submitted Final Proof within the
statutory period from the date of allowance
of his entry, BLM will send to the County
Supervisor a copy of the Notice of Expiration
of the statutory period of entry when it is
mailed to the entryman-borrower. The copy
of the notice will be used by the County Su-
pervisor in urging the entryman-borrower to
submit final proof with appropriate expla-
nation of his failure to do so before the expi-
ration of the statutory period.

PART IV—DEFAULTS

When an entryman-borrower is in default
in the terms of his mortgage to FHA or its
successor agency under Public Law 103–354,
in complying with requirements to obtain a
patent, or in meeting the requirements to
make reclamation proof, the following proce-
dures will apply:

A. Default on Mortgage. BLM will issue a
decision canceling any entry upon which
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there is an FHA or its successor agency
under Public Law 103–354 mortgage when so
requested in writing by the State Director.
FHA or its successor agency under Public
Law 103–354 may request a cancellation
whenever any default occurs in the terms,
conditions, covenants, and obligations con-
tained in the mortgage. Included among the
terms, conditions, covenants, and obliga-
tions in the mortgage taken by FHA or its
successor agency under Public Law 103–354
will be the provision that the entryman-bor-
rower must comply with the legal and ad-
ministrative regulations for the issuance of a
patent and, if the entry is located in a rec-
lamation project, with the legal and admin-
istrative regulations for making reclamation
proof.

1. The State Director will furnish the au-
thorized officer of BLM with an explanation
of the need for cancellation. When the entry
is located in a reclamation project, the State
Director also will notify the BR Regional Di-
rector and furnish him with an explanation
of the need for cancellation.

2. The BR Regional Director may request
the State Director to reconsider the neces-
sity for cancellation of the entry when (a)
BR can furnish information which may not
have been considered by FHA or its successor
agency under Public Law 103–354, (b) there is
an outstanding contract between BR and the
entryman borrower for the repayment of
charges for land leveling, or (c) the
entryman-borrower has not made reclama-
tion proof. If such a request is made, a copy
will be furnished to the BLM which shall sus-
pend action on the FHA or its successor
agency under Public Law 103–354 request
until further notified by the FHA or its suc-
cessor agency under Public Law 103–354. Or-
dinarily, BR will not request a reconsider-
ation of the necessity for cancellation unless
there appears to be a reasonable basis upon
which a solution can be worked out so that
the entryman-borrower may retain posses-
sion of his unit.

3. If BR does not ask the State Director to
reconsider his request to cancel within 30
days, BLM will issue a decision cancelling
the entry.

4. If BR asks for a reconsideration of the
request to cancel, it will furnish the State
Director immediately new information
which it believes should be considered by
FHA or its successor agency under Public
Law 103–354 in reaching a decision. When
FHA or its successor agency under Public
Law 103–354 has reached a final decision, it
will notify the BLM and the BR of the deci-
sion reached. Within 30 days after receiving
notice of the final decision of the State Di-
rector that the entry should be canceled,
BLM will notify the entryman-borrower of
the cancellation of his entry in accordance
with the usual procedure. A copy of the no-

tice of the cancellation will be mailed to the
State Director at the same time.

B. Default in Meeting Entry Requirements. If
BLM proposes to take any action toward
cancellation of an entryman-borrower’s
entry, it will notify the State Director and
the BR Regional Director if the unit is lo-
cated in a reclamation project, in writing at
least 30 days before any action is com-
menced. The notification will be accom-
panied by an explanation as to why cancella-
tion will be made. Within the 30-day period
either or both FHA or its successor agency
under Public Law 103–354 and BR may
present any new information for the consid-
eration of the BLM in reaching a decision to,
or not to, cancel the entry. When BLM has
reached a final decision, it will inform the
State Director and the BR Regional Direc-
tor.

C. Default in Meeting Reclamation Require-
ments. In the event BR intends to recommend
cancellation of an entryman-borrower’s
entry, the Superintendent of the Reclama-
tion Project will notify the State Director in
writing at least 30 days before such rec-
ommendation is to be submitted to BLM for
cancellation. The notification will be accom-
panied by an explanation as to why cancella-
tion of entry is to be requested. FHA or its
successor agency under Public Law 103–354
may request a reconsideration of BR’s in-
tended recommendation to cancel within the
30-day period and will furnish any new infor-
mation which it believes should be consid-
ered by BR when reaching a final decision.
When BR has reached a final decision, it will
notify the State Director.

PART V—DISPOSAL OF UNITS AFTER
CANCELLATION OR RELINQUISHMENT

After cancellation or relinquishment of an
entry upon land on which FHA or its succes-
sor agency under Public Law 103–354 holds a
mortgage, such land shall be opened to re-
entry only to persons eligible for an original
entry, and eligible for an FHA or its succes-
sor agency under Public Law 103–354 loan un-
less the FHA or its successor agency under
Public Law 103–354 Loan is paid in full. Any
unit disposed of hereunder shall be subject to
the outstanding balance owed to FHA or its
successor agency under Public Law 103–354
and BR, or to that portion of the outstanding
balance as agreed upon by the FHA or its
successor agency under Public Law 103–354
and BR or BLM, as appropriate, if the
entryman is eligible for an FHA or its suc-
cessor agency under Public Law 103–354 loan.

A. One Year Limit. Under Pub. L. 361, BLM
or BR can permit a new entry only during
one year after cancellation or relinquish-
ment of the old entry where the FHA or its
successor agency under Public Law 103–354
mortgage is subject to Pub. L. 361 (FO, OL,
and SW). In other cases such as RH and EM,
the one-year limitation does not apply, but
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BLM or BR will nevertheless arrange for a
new entry within the one-year period if it is
practicable to do so.

B. Custody and Expenses. While BLM or BR
has disposal authority it will assume custo-
dial responsibility for the unit, but the
County Supervisor and the Project Officer
will determine the actions necessary to pro-
tect the interests of both FHA or its succes-
sor agency under Public Law 103–354 and
BLM or BR. Any expenses incurred for pro-
tection of FHA or its successor agency under
Public Law 103–354’s interest will be paid by
FHA or its successor agency under Public
Law 103–354 and added to the mortgage debt.

C. Disposal of Units—1. Within a Reclamation
Project. As soon as possible, after cancella-
tion or relinquishment, FHA or its successor
agency under Public Law 103–354 will make
an appraisal to determine the value of the
property and will report its findings to BR
on appropriate FHA or its successor agency
under Public Law 103–354 appraisal forms.
The State Director and the BR Regional Di-
rector after receipt of the report by BR will
jointly participate in determining the
amount of indebtedness owed to the United
States which shall be required in accordance
with the existing law to be paid and the
terms under which repayment will be made.

a. BR will, thereafter, for that particular
unit, proceed to inform the public of the
availability of the unit in accordance with
its established procedures. However, before
BR issues a Certificate of Eligibility to any
applicant for re-entry it will submit to the
County Supervisor (a) a list of the names of
the applicants who can qualify for a Certifi-
cate of Eligibility and the order in which
such applicants shall be considered, and (b)
the information submitted by each of the
qualified applicants in support of his applica-
tion for the entry.

b. The County Supervisor and the County
Committee will examine the list and the in-
formation to determine which of the appli-
cants are eligible for an FHA or its successor
agency under Public Law 103–354 loan. The
list of any documentary information fur-
nished will be returned to BR with a written
statement setting forth the names in the list
which are eligible for FHA or its successor
agency under Public Law 103–354 assistance.
Upon receiving such information from FHA
or its successor agency under Public Law
103–354, BR will proceed to select, in accord-
ance with established procedures, from
among the applicants determined to be eligi-
ble for a Certificate of Eligibility and an
FHA or its successor agency under Public
Law 103–354 loan, one applicant but not to
exceed two alternate applicants, to whom
the unit may be awarded upon qualifying to
assume the indebtedness.

c. BR will issue a Certificate of Eligibility
to the selected applicant. The Certificate of
Eligibility will be sent to the FHA or its suc-

cessor agency under Public Law 103–354
County Supervisor who will instruct the ap-
plicant to file his Certificate of Eligibility
and application for entry with BLM which
will issue a Notice of Allowance of Entry if
the applicant is qualified to make entry. The
applicant will be allowed to occupy the unit
when he has received the Notice of Allow-
ance of Entry and has completed arrange-
ments to assume the required amount of in-
debtedness owed to FHA or its successor
agency under Public Law 103–354 or to refi-
nance such indebtedness. FHA or its succes-
sor agency under Public Law 103–354 will
send a copy of the assumption agreement or
note and mortgage, if any, executed by the
new occupant to BR and BLM.

d. FHA or its successor agency under Pub-
lic Law 103–354 may permit an eligible person
to whom the unit is awarded to assume that
part of the indebtedness determined to be
within the value of the property.

2. Units Not Within a Reclamation Project. As
soon as possible, after cancellation or relin-
quishment, FHA or its successor agency
under Public Law 103–354 will make an ap-
praisal to determine the value of the prop-
erty and to determine the amount of indebt-
edness owed on FHA or its successor agency
under Public Law 103–354 loans that is to be
paid by the new entryman. The FHA or its
successor agency under Public Law 103–354
will report the amount of the FHA or its suc-
cessor agency under Public Law 103–354 debt
to be assumed to the BLM.

a. The BLM will, thereafter, for that par-
ticular entry, proceed to inform the public of
the availability of the land in accordance
with its established procedures. BLM will,
following the opening of the land to applica-
tion, submit to the County Supervisor (a) a
list of the names of the applicants who can
qualify for the allowance and the order in
which such applicants shall be considered,
and (b) the information submitted by each of
the applicants in support of his application.

b. Thereafter the FHA or its successor
agency under Public Law 103–354 will select
from the list the first applicant for the entry
who can qualify for an FHA or its successor
agency under Public Law 103–354 loan.

c. FHA or its successor agency under Pub-
lic Law 103–354 will then notify BLM of the
applicant selected. The authorized Officer
will, as soon as possible after notification,
issue the Notice of Allowance. The Allow-
ance of Entry or an attachment thereto will
show that entry is conditioned upon pay-
ment or assumption of the FHA or its suc-
cessor agency under Public Law 103–354 debt.
A copy of appropriate notice will be mailed
to the State Director.
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d. Upon receipt of the Notice of Allowance
of Entry by the applicant, FHA or its succes-
sor agency under Public Law 103–354 will in-
struct him to occupy the unit and will com-
plete arrangements for him to assume or re-
finance the indebtedness or the part thereof
determined to be within the value of the
property. FHA or its successor agency under
Public Law 103–354 will send a copy of the as-
sumption agreement or note and the mort-
gage, if any, executed by the new occupant
to BLM.

e. FHA or its successor agency under Pub-
lic Law 103–354 may permit an eligible person
to whom the unit is awarded to assume that
part of the indebtedness determined to be
within the value of the property.

D. Disposal of Units By Farmers Home Ad-
ministration or its successor agency under Pub-
lic Law 103–354. 1. If no entry is allowed with-
in one year after cancellation or relinquish-
ment of a prior entry on which FHA or its
successor agency under Public Law 103–354
holds a mortgage and the property was secu-
rity for an FHA or its successor agency
under Public Law 103–354 loan subject to
Pub. L. 361 even though it also was security
for a loan not subject to that law, FHA or its
successor agency under Public Law 103–354
will dispose of the unit in accordance with
the FHA or its successor agency under Pub-
lic Law 103–354 regulations. If the unit is lo-
cated on a reclamation project, such disposi-
tion shall be subject, however, to outstand-
ing reclamation charges on the land due the
United States.

2. If the property cannot be sold imme-
diately, the FHA or its successor agency
under Public Law 103–354 will arrange for a
lease or caretaker agreement as necessary to
protect the Government’s interests.

3. When FHA or its successor agency under
Public Law 103–354 prepares to sell a unit, it
will also advise BLM or BR, as appropriate,
of the name of the purchaser and will request
issuance of a patent to the purchaser. If the
unit is in a reclamation project. BR will fur-
nish, as soon as possible to FHA or its suc-
cessor agency under Public Law 103–354, in-
formation concerning any outstanding rec-
lamation charges on the land due the United
States.

4. The sale may be for cash or on credit. In
the event the sale is on credit, FHA or its
successor agency under Public Law 103–354
will furnish a copy of the mortgage to BLM
or BR, as appropriate, which shall make ref-
erence, in any patent issued thereafter, to
the outstanding mortgage of FHA or its suc-
cessor agency under Public Law 103–354.

This memorandum of understanding super-
sedes the earlier memorandum of under-
standing signed on February 17, 1950, and
March 25, 1950, respectively, by the Secretar-
ies of Agriculture and Interior.

Approved:
JACK O. HORTON,

Assistant Secretary of the Interior.
Date: October 22, 1974.
Approved:

WILLIAM ERWIN,
Assistant Secretary of Agriculture.

Date: December 16, 1974.

[43 FR 55895, Nov. 29, 1978, as amended at 51
FR 4136, Feb. 3, 1986; 52 FR 8035, Mar. 13, 1987;
56 FR 67481, Dec. 31, 1991]

EXHIBIT B TO SUBPART A—TARGET PAR-
TICIPATION RATES FOR FARMERS
HOME ADMINISTRATION (FMHA) OR
ITS SUCCESSOR AGENCY UNDER PUB-
LIC LAW 103–354 DIRECT FARM OWN-
ERSHIP (FO) LOANS TO MEMBERS OF
SOCIALLY DISADVANTAGED GROUPS

I. General

The Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 is statutorily required to estab-
lish target participation rates for providing
direct Farm Ownership (FO) loan funds to
members of socially disadvantaged groups.
These rates are established to ensure that
members of socially disadvantaged groups
are provided access to direct FO loan funds
to purchase suitable farmland. The target
participation rate established for each state,
and each county within the state, is based on
the proportion of minority rural population
to the total rural population in the state,
and for each county within the state.

II. Implementation Responsibilities

States will meet their target participation
rates in use of direct FO loan funds as pro-
vided in this exhibit. The targeted portion of
a state’s fiscal year direct FO allocation, as
outlined in exhibit A of subpart L of part
1940 of this chapter, will be used exclusively
to enable members of socially disadvantaged
groups to purchase suitable farmland. Addi-
tional funds will be available from the Na-
tional Office Reserve to enable States to ob-
ligate loans for socially disadvantaged appli-
cants should their targeted allocation be in-
sufficient. This requirement does not pro-
hibit States from using their allocation of
regular direct FO funds for making loans to
members of socially disadvantaged groups.

III. Other Information

The National Office will provide each State
Director with a list of the target participa-
tion rates for each county by October 1 of
each year. State Directors shall make avail-
able to each County and District Office the
county(ies) target participation rates. State
Directors will make every effort to provide
the greater amount of direct FO loan funds
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to counties having the larger socially dis-
advantaged population.

TOTAL U.S. PARTICIPATION RATE

State

Target
Participa-
tion rate
(percent)

Alabama ............................................................... 21
Alaska .................................................................. 34
Arizona ................................................................. 39
Arkansas .............................................................. 13
California .............................................................. 20
Colorado .............................................................. 11
Connecticut .......................................................... 3
Delaware .............................................................. 17
Florida .................................................................. 14
Georgia ................................................................ 20
Hawaii .................................................................. 68
Idaho .................................................................... 6
Illinois ................................................................... 2
Indiana ................................................................. 1
Iowa ..................................................................... 1
Kansas ................................................................. 3
Kentucky .............................................................. 3
Louisiana .............................................................. 25
Maine ................................................................... 1
Maryland .............................................................. 14
Massachusetts ..................................................... 2
Michigan ............................................................... 3
Minnesota ............................................................ 2
Mississippi ............................................................ 37
Missouri ................................................................ 2
Montana ............................................................... 8
Nebraska .............................................................. 2
Nevada ................................................................. 12
New Hampshire ................................................... 1
New Jersey .......................................................... 8
New Mexico ......................................................... 57
New York ............................................................. 3
North Carolina ...................................................... 21
North Dakota ........................................................ 5
Ohio ..................................................................... 2
Oklahoma ............................................................. 12
Oregon ................................................................. 5
Pennsylvania ........................................................ 2
Rhode Island ........................................................ 2
South Carolina ..................................................... 34
South Dakota ....................................................... 9
Tennessee ........................................................... 6
Texas ................................................................... 22
Utah ..................................................................... 7
Vermont ............................................................... 1
Virginia ................................................................. 2
Washington .......................................................... 7
West Virginia ........................................................ 3
Wisconsin ............................................................. 2
Wyoming .............................................................. 7

U.S. Total .................................................. 10

[57 FR 19524, May 7, 1992]

Subpart B—Direct Soil and Water
Loan Policies, Procedures,
and Authorizations

SOURCE: 53 FR 35706, Sept. 15, 1988, unless
otherwise noted.

§ 1943.51 Introduction.
This subpart contains regulations for

making initial and subsequent direct
Soil and Water (SW) loans. It is the
policy of Farmers Home Administra-
tion (FmHA) or its successor agency
under Public Law 103–354 to make loans
to any qualified applicant without re-
gard to race, color, religion, sex, na-
tional origin, marital status, age or
physicial/mental handicap provided the
applicant can execute a legal contract.
Any processing or servicing activity
conducted pursuant to this subpart in-
volving authorized assistance to FmHA
or its successor agency under Public
Law 103–354 employees, members of
their families, known close relatives,
or business or close personal associ-
ates, is subject to the provisions of sub-
part D of part 1900 of this chapter. Ap-
plicants for this assistance are required
to identify any known relationship or
association with an FmHA or its suc-
cessor agency under Public Law 103–354
employee. See exhibit A of subpart A of
this part for making SW loans to
entrymen on unpatented public lands.
See subpart R of part 2000 of this chap-
ter (available in any FmHA or its suc-
cessor agency under Public Law 103–354
office) for the Memorandum of Under-
standing between the Farm Credit Ad-
ministration (FCA) and the FmHA or
its successor agency under Public Law
103–354.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 227, Jan. 5, 1993; 58 FR 48282, Sept. 15,
1993]

§ 1943.52 Objectives.
The basic objective of the SW loan

program is to provide credit and man-
agement assistance to eligible farmers
and ranchers when credit is not avail-
able elsewhere. FmHA or its successor
agency under Public Law 103–354 assist-
ance enables farm and ranch operators
to use their land resources to improve
their financial conditions so that they
can obtain credit elsewhere.

§ 1943.53 Management assistance.
Supervision will be provided borrow-

ers to the extent necessary to achieve
loan objectives and protect the Govern-
ment’s interest, in accordance with
subpart B of part 1924 of this chapter.
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§ 1943.54 Definitions.
Additional security. Any security be-

yond that which is required to ade-
quately secure the loan.

Approval official. A field official who
has been delegated loan and grant ap-
proval authorities within applicable
loan programs, subject to the dollar
limitations contained in tables avail-
able in any FmHA or its successor
agency under Public Law 103–354 office.

Beginning farmer or rancher. A begin-
ning farmer or rancher is an individual
or entity who:

(a) Meets the loan eligibility require-
ments for SW loan assistance in ac-
cordance with § 1943.62 of this subpart.

(b) Has not operated a farm or ranch,
or who has operated a farm or ranch
for not more than 10 years. This re-
quirement applies to all members of an
entity.

(c) Will materially and substantially
participate in the operation of the farm
or ranch.

(1) In the case of a loan made to an
individual, individually or with the im-
mediate family, material and substan-
tial participation requires that the in-
dividual provide substantial day-to-day
labor and management of the farm or
ranch, consistent with the practices in
the county or State where the farm is
located.

(2) In the case of a loan made to an
entity, all members must materially
and substantially participate in the op-
eration of the farm or ranch. Material
and substantial participation requires
that the individual provides some
amount of the management, or labor
and management necessary for day-to-
day activities, such that if the individ-
ual did not provide these inputs, oper-
ation of the farm or ranch would be se-
riously impaired.

(d) Agrees to participate in any loan
assessment, borrower training, and fi-
nancial management programs re-
quired by FmHA or its successor agen-
cy under Public Law 103–354 regula-
tions.

(e) Does not own real farm or ranch
property or who, directly or through
interests in family farm entities owns
real farm or ranch property, the aggre-
gate acreage of which does not exceed
15 percent of the average farm or ranch
acreage of the farms or ranches in the

county where the property is located.
If the farm is located in more than one
county, the average farm acreage of
the county where the applicant’s resi-
dence is located will be used in the cal-
culation. If the applicant’s residence is
not located on the farm or if the appli-
cant is an entity, the average farm
acreage of the county where the major
portion of the farm is located will be
used. The average county farm or
ranch acreage will be determined from
the most recent Census of Agriculture
developed by the U.S. Department of
Commerce, Bureau of the Census. State
Directors will publish State supple-
ments containing the average farm or
ranch acreage by county.

(f) Demonstrates that the available
resources of the applicant and spouse
(if any) are not sufficient to enable the
applicant to enter or continue farming
or ranching on a viable scale.

(g) In the case of an entity:
(1) All the members are related by

blood or marriage.
(2) All the stockholders in a corpora-

tion are qualified beginning farmers or
ranchers.

Borrower. An individual or entity
which has outstanding obligations to
the FmHA or its successor agency
under Public Law 103–354 under any
Farmer Programs loan(s), without re-
gard to whether the loan has been ac-
celerated. A borrower includes all par-
ties liable for the FmHA or its succes-
sor agency under Public Law 103–354
debt, including collection-only borrow-
ers, except for debtors whose total
loans and accounts have been volun-
tarily or involuntarily foreclosed or
liquidated, or who have been dis-
charged of all FmHA or its successor
agency under Public Law 103–354 debt.

Cooperative. An entity which has
farming as its purpose and whose mem-
bers have agreed to share the profits of
the farming enterprise. The entity
must be recognized as a farm coopera-
tive by the laws of the State(s) in
which the entity will operate a farm.

Corporation. For the purposes of this
regulation, a private domestic corpora-
tion created and organized under the
laws of the State(s) in which the entity
will operate a farm.
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Cosigner. A party who joins in the
execution of a promissory note to as-
sure its repayment. The cosigner be-
comes jointly and severally liable to
comply with the terms of the note.In
the case of an entity applicant, the co-
signer cannot be a member, partner,
joint operator, or stockholder of the
entity.

Farm. A tract or tracts of land, im-
provements, and other appurtenances
considered to be farm property which is
used or will be used in the production
of crops or livestock, including the pro-
duction of fish under controlled condi-
tions, for sale in sufficient quantitites
so that the property is recognized as a
farm rather than a rural residence. The
term farm also includes any such land
and improvements and facilities used
in a nonfarm enterprise. It may also in-
clude a residence which, although
physicially separate from the farm
acreage, is ordinarily treated as a part
of the farm in the local community.

Feasible plan. A feasible plan is a plan
based upon the applicant/borrower’s
records that show the farming oper-
ation’s actual production and expenses.
These records will be used along with
realistic anticipated prices, including
farm program payments when avail-
able, to determine that the income
from the farming operation, along with
any other reliable off-farm income, will
provide the income necessary for the
applicant/borrower to at least be able
to:

(a) Pay all operating expenses and all
taxes which are due during the pro-
jected farm budget period.

(b) Meet necessary payments on all
debts, except as provided in § 1941.14 of
subpart A of part 1941 of this chapter,
for annual production loans or subordi-
nations made to delinquent borrowers.

(c) Provide living expenses for the
family members of an individual bor-
rower or a wage for the farm operator
in the case of a cooperative, corpora-
tion, partnership or joint operation
borrower which is in accordance with
essential family needs. Family mem-
bers include the individual borrower or
farm operator in the case of an entity,
and the immediate members of the
family which resides in the same
household.

Fish farming. The production of fish,
mollusks, or crustaceans (or other in-
vertebrates) under controlled condi-
tions in ponds, lakes, streams, or simi-
lar holding areas. This involves feed-
ing, tending, harvesting and other ac-
tivities as are necessary to properly
raise and market the products.

Indefinite parole. To verify that appli-
cants other than citizens are legally
admitted to the U.S. on the indefinite
parole, such applicants must provide
their Form I–94, ‘‘Immigration on In-
definite Parole’’ card.

Joint operation. Individuals that have
agreed to operate a farm or farms to-
gether as a business unit. The real and
personal property is owned separately
or jointly by the individuals. A hus-
band and wife who want to apply for a
loan together will be considered a joint
operation.

Leasehold. A right to use farm prop-
erty for a specific period of time under
conditions provided for in a lease
agreement.

Limited resource applicant. An appli-
cant who is a farmer or rancher and is
an owner or operator of a farm, includ-
ing a new owner or operator, with a low
income who demonstrates a need to
maximize farm or ranch income. A lim-
ited resource applicant must meet the
eligibility requirements for a soil and
water loan, but due to low income, can-
not pay the regular interest rate on
such loans. Due to the complex nature
of the problems facing this applicant,
special help will be needed and more
supervisory assistance will be required
to assure reasonable prospects for suc-
cess. The applicant may face such prob-
lems as underdeveloped managerial
ability, limited education, low-produc-
ing farm due to lack of development or
improved production practices and
other related factors. The applicant
cannot develop a feasible plan at regu-
lar interest rates and at the maximum
loan terms. The use of limited resource
interest rates is restricted to those
loan purposes denoted in § 1943.66 (a)(1)
through (a)(5) of this subpart.

Majority interest. Any individual or a
combination of individuals owning
more than a 50 percent interest in a co-
operative, corporation, partnership or
joint operation.
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Mortgage. Any form of security inter-
est or lien upon any rights or interest
in real property of any kind. In Louisi-
ana and Puerto Rico the term mortgage
also refers to any security interest in
chattel property.

Partnership. An entity consisting of
individuals who have agreed to operate
a farm. The entity must be recognized
as a partnership by the laws of the
State(s) in which the entity will oper-
ate a farm and must be authorized to
own both real and personal property
and to incur debts in its own name.

Primary security. Any real estate and/
or chattel security which is required to
adequately secure the loan. This is not
to be confused with basic security, as de-
fined in § 1962.4 of subpart A of part 1962
of this chapter.

Security. Property of any kind subject
to a real or personal property lien. Any
reference to collateral or security
property shall be considered a ref-
erence to the term security.

State or United States. The United
States itself, each of the several
States, the Commonwealth of Puerto
Rico, the Virgin Islands of the United
States, Guam, American Samoa, and
the Commonwealth of the Northern
Mariana Islands.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 15072, Mar. 19, 1993; 58 FR 26681, May 5,
1993; 58 FR 48288, Sept. 15, 1993; 62 FR 9356,
Mar. 3, 1997]

§ 1943.55 [Reserved]

§ 1943.56 Credit elsewhere.
The applicant shall certify in writing

on the appropriate forms, and the
County Supervisor shall verify and doc-
ument, that adequate credit elsewhere
is not available, with or without a
guarantee or subordination, to finance
the applicant’s actual needs at reason-
able rates and terms, taking into con-
sideration prevailing private and coop-
erative rates and terms in the commu-
nity in or near where the applicant re-
sides for loans for similar purposes and
periods of time.

(a) If the County Supervisor receives
letters or other written evidence from
a lender(s) indicating the applicant is
unable to obtain satisfactory credit,
these will be included in the loan dock-
et.

(b) If the applicant cannot qualify for
the needed credit from the lenders con-
tacted, but one or more of them has in-
dicated they would provide credit with
an FmHA or its successor agency under
Public Law 103–354 guarantee, or the
County Supervisor determines that the
applicant can obtain a guaranteed
loan, the applicant will be advised to
file an application with that lender(s)
so that a guaranteed SW loan request
can be processed by the lender for con-
sideration by FmHA or its successor
agency under Public Law 103–354.

(c) Property and interest in property
owned and income received by an indi-
vidual applicant; and cooperative and
its members, as individuals; a corpora-
tion and its stockholders, as individ-
uals; a partnership and it partners, as
individuals; and a joint operation and
its joint operators, as individuals; will
be considered and used by an applicant
in obtaining credit from other sources.

§ 1943.57 Preference.
Priority will be given to otherwise

qualified applicants requesting assist-
ance for soil and water conservation
and protection purposes denoted in
§ 1943.66(a) of this subpart who use loan
funds to build conservation structures
or establish conservation practices on
highly erodible land to comply with
part 12 of this title (see attachment 1
of exhibit M of subpart G of part 1940 of
this chapter which is available in any
FmHA or its successor agency under
Public Law 103–354 office).

[58 FR 15072, Mar. 19, 1993]

§§ 1943.58–1943.60 [Reserved]

§ 1943.61 Receiving and processing ap-
plications.

Applications will be received and
processed as provided in subpart A of
part 1910 of this chapter, with consider-
ation given to the requirements in ex-
hibit M of subpart G of part 1940 of this
chapter.

§ 1943.62 Soil and water loan eligibility
requirements.

In accordance with the Food Security
Act of 1985 (Pub. L. 99–198), after De-
cember 23, 1985, if an individual or any
member, stockholder, partner, or joint
operator of an entity is convicted
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under Federal or State law of planting,
cultivating, growing, producing, har-
vesting, or storing a controlled sub-
stance (see 21 CFR part 1308, which is
exhibit C of subpart A of part 1941 of
this chapter and is available in any
FmHA or its successor agency under
Public Law 103–354 office, for the defi-
nition of controlled substance) prior to
loan approval in any crop year, the in-
dividual or entity shall be ineligible for
a loan for the crop year in which the
individual or member, stockholder,
partner, or joint operator of the entity
was convicted and the four succeeding
crop years. Applicants will attest on
Form FmHA or its successor agency
under Public Law 103–354 410–1, ‘‘Appli-
cation for FmHA or its successor agen-
cy under Public Law 103–354 Services,’’
that as individuals or that its mem-
bers, if an entity, have not been con-
victed of such crime after December 23,
1985. In addition, the following require-
ments must be met:

(a) An individual must:
(1) Be a citizen of the United States

(see § 1943.54 of this subpart for the defi-
nition of United States) or an alien law-
fully admitted to the United States for
permanent residence under the Immi-
gration and Nationality Act. Aliens
must provide Forms I–151 or I–551,
‘‘Alien Registration Receipt Card.’’ In-
definite parolees are not eligible. If the
authenticity of the information shown
on the alien’s identification document
is questioned, the County Supervisor
may request the Immigration and Nat-
uralization Service (INS) to verify the
information appearing on the alien’s
identification card by completing INS
Form G–641, ‘‘Application for Verifica-
tion of Information from Immigration
and Naturalization Records,’’ obtain-
able from the nearest INS District.
(See exhibit B of subpart A of part 1944
of this chapter.) Mail the completed
form to INS. The payment of a service
fee by FmHA or its successor agency
under Public Law 103–354 to INS is
waived by inserting in the upper right
hand corner of INS Form G–641, the fol-
lowing: ‘‘INTERAGENCY LAW EN-
FORCEMENT REQUEST.’’ There is no
U.S. citizenship restriction on loans
made for waste pollution abatement
and control facilities under § 1943.66(b)
of this subpart.

(2) Possess the legal capacity to incur
the obligations of the loan.

(3) Have sufficient applicable edu-
cational and/or on the job training or
farming experience in managing and
operating a farm or ranch (1 year’s
complete production and marketing
cycle within the last 5 years), which in-
dicates the managerial ability nec-
essary to assure reasonable prospects
of success in the proposed plan of oper-
ation. There is no education or experi-
ence restriction on loans made for
waste pollution abatement and control
facilities under § 1943.66(b) of this sub-
part.

(4) Have the character (emphasizing
credit history, past record of debt re-
payment and reliability), and industry
necessary to carry out the proposed op-
eration. Past record of debt repayment
will not be cause for a determination
that the applicant/borrower is not eli-
gible if an honest attempt has been
made to make the payments.

(5) Honestly endeavor to carry out
the applicant’s/borrower’s undertak-
ings and obligations. This would in-
clude, but is not limited to, providing
current, complete and truthful infor-
mation when applying for assistance
and making every reasonable effort to
meet the conditions and terms of the
proposed loan.

(6) Be unable to obtain sufficient
credit elsewhere to finance actual
needs at reasonable rates and terms,
taking into consideration prevailing
private and cooperative rates and
terms in the community in or near
which the applicant resides for loans
for similar proposes and periods of
time.

(7) Be the owner or operator of not
larger than a family farm after the
loan is closed, when loan funds are used
for soil and water conservation and
protection purposes as defined in
§ 1943.66 (a)(1) through (a)(5) of this sub-
part. There is no farm size restriction
on loans made for waste pollution
abatement and control facilities under
§ 1943.66(b) of this subpart.

(8) If a tenant, has a satisfactory
written lease for a sufficient period of
time and under terms that will enable
the operator to obtain reasonable re-
turns on the improvements to be made
with the SW loan. In addition, the
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lease or separate agreement should
provide for compensating the tenant
for any remaining value of the im-
provements upon termination of the
lease.

(b) A cooperative, corporation, part-
nership or joint operation must:

(1) Have the character (emphasizing
credit history, past record of debt re-
payment and reliability), and industry
necessary to carry out the proposed op-
eration. This requirement also must be
met by the individual members, stock-
holders, partners or joint operators,
Past record of debt repayment will not
be cause for a determination that the
applicant/borrower is not eligible if an
honest attempt has been made to make
the payments.

(2) Honestly try to carry out the ap-
plicant’s/borrower’s undertakings and
obligations. This would include, but is
not limited to, providing current, com-
plete and truthful information when
applying for assistance, and making
every reasonable effort to carry out the
conditions and terms of the proposed
loan. This requirement also must be
met by the individual members, stock-
holders, partners, or joint operators.

(3) Consist of members, stockholders,
partners, or joint operators holding a
majority interest who are citizens of
the United States (see § 143.54 of this
subpart for the definition of United
States), or aliens lawfully admitted to
the United States for permanent resi-
dence under the Immigration and Na-
tionality Act. Aliens must provide
Forms I–151 or I–551. Indefinite parolees
are not eligible. If the authenticity of
the information shown on the alien’s
identification document is questioned,
the County Supervisor may request the
Immigration and Naturalization Serv-
ice (INS) to verify the information ap-
pearing on the alien’s identification
card by completing INS Form G–641,
obtainable from the nearest INS Dis-
trict. (See exhibit B of subpart A of
part 1944 of this chapter.) Mail the
completed form to INS. The payment
of a service fee by FmHA or its succes-
sor agency under Public Law 103–354 to
INS is waived by inserting in the upper
right hand corner of INS Form G–641,
the following: ‘‘INTERAGENCY LAW
ENFORCEMENT REQUEST.’’ There is
no U.S. citizenship restriction on loans

made for waste pollution abatement
and control facilities under § 1943.66(b)
of this subpart.

(4) Have sufficient applicable edu-
cation and/or on the job training or
farming experience in managing and
operating a farm or ranch (1 year’s
complete production and marketing
cycle within the last 5 years), which in-
dicates the managerial ability nec-
essary to assure reasonable prospects
of success in the proposed plan of oper-
ation. There is no education or experi-
ence restriction on loans made for
waste pollution abatement and control
facilities under § 1943.66(b) of this sub-
part.

(5) Be authorized to own and/or oper-
ate a farm in the State(s) in which the
farm is located.

(6) Be unable to obtain sufficient
credit elsewhere, either as an entity or
as individual members, stockholders,
partners, or joint operators, to finance
actual needs at reasonable rates and
terms taking into account prevailing
private and cooperative rates and
terms in or near the community for
loans for similar proposes and periods
of time.

(7) Be controlled by individuals en-
gaged primarily and directly in farm-
ing or ranching in the United States
after the loan is made.

(8) Be the owner or operator of not
larger than a family farm after the
loan is closed, when loan funds are used
for soil and water conservation and
protection purposes as defined in
§ 1943.66 (a)(1) through (a)(5) of this sub-
part. There is no farm size restriction
on loans made for waste pollution
abatement and control facilities under
§ 1943.66(b) of this subpart.

(9) If a tenant, has a satisfactory
written lease for a sufficient period of
time, and under terms that will enable
the applicant to obtain reasonable re-
turns on the improvements made with
the loan. In addition, the lease or sepa-
rate agreement should provide for com-
pensating the tenant for any remaining
value of the improvements upon termi-
nation of the lease.

(10) Consist of members, stockhold-
ers, partners, or joint operators, who
are individuals and not corporation(s),
partnership(s), cooperative(s) or joint
operation(s).
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(11) When loan funds will be used for
soil and water conservation and protec-
tion purposes (§ 1943.66 (a)(1) through
(a)(5) of this subpart), and the mem-
bers, stockholders, partners, or joint
operators holding a majority interest
are related by blood or marriage, the
requirements of § 1943.12(b)(5), (b)(7) (if
limited resource applicant), and (b)(8)
of subpart A of part 1943 of this chapter
will apply.

(12) When loan funds will be used for
soil and water conservation and protec-
tion purposes, and the members, stock-
holders, partners, or joint operators
holding a majority interest are not re-
lated by blood or marriage, the require-
ments of § 1943.12(b)(6) of subpart A of
part 1943 of this chapter will apply.

(c) Borrower training. The applicant
must agree to meet the training re-
quirements of § 1924.74 of subpart B of
part 1924 of this chapter unless a waiv-
er is granted in accordance with that
section. In the case of a cooperative,
corporation, partnership, or joint oper-
ation, any individual member, stock-
holder, partner, or joint operator hold-
ing a majority interest in the oper-
ation or who is operating the farm
must agree to complete the training or
qualify for the waiver on behalf of the
entity. However, if one entity member
is solely responsible for financial or
production management, then only
that entity member will be required to
complete the training in that area for
the entity or qualify for a partial waiv-
er. If the financial and production func-
tions of the farming operation are
shared, the knowledge and skills of the
individual(s) with the responsibility of
production and/or financial manage-
ment of the operation will be consid-
ered in the aggregate for granting a
waiver or requiring that training be
completed. If a waiver is not granted,
these individuals will be required to
complete the training in accordance
with their responsibilities. If the appli-
cant has previously been required to
obtain training, the applicant must be
enrolled in and attending, or have sat-
isfactorily completed, the training re-
quired.

[53 FR 35706, Sept. 15, 1988, as amended at 56
FR 3972, Feb. 1, 1991; 58 FR 15072, Mar. 19,
1993; 58 FR 69199, Dec. 30, 1993]

§§ 1943.63–1943.65 [Reserved]

§ 1943.66 Loan purposes.
Loans that are consistent with all

Federal, State, and local environ-
mental quality standards may be made
to:

(a) Pay costs for construction, mate-
rials, supplies, equipment, and services
related to, soil and water conservation
and protection purposes, such as:

(1) Installation of conservation struc-
tures, including terraces, sod water-
ways, permanently vegetated stream
borders and filter strips, windbreaks
(tree or grass), shelterbelts, and living
snow fences.

(2) Establishment of forest cover for
sustained yield timber management,
erosion control, or shelter belt pur-
poses.

(3) Establishment or improvement of
permanent pasture.

(4) The conversion to and mainte-
nance of sustainable agriculture pro-
duction systems, as described by De-
partment technical guides and hand-
books.

(5) Payment of costs to build con-
servation structures or establish con-
servation practices on highly erodible
land to comply with a conservation
plan in accordance with part 12 of this
title (see attachment 1 of exhibit M of
subpart G of part 1940 of this chapter
which is available in any FmHA or its
successor agency under Public Law 103–
354 office).

(6) Other purposes consistent which
plans for soil and water conservation,
integrated farm management, water
quality protection and enhancement,
and wildlife habitat improvement.

(7) The following items/purposes re-
lated to conservation and protection
purposes and water quality are author-
ized:

(i) Sodding, subsoiling, land leveling,
liming, and fencing.

(ii) Fertilizer and seed used in con-
nection with a soil conservation prac-
tice or to establish or improve perma-
nent vegetation.

(iii) Gasoline, oil, and equipment
rental or hire connected with establish-
ing or completing the development.

(iv) Reasonable expenses incidental
to obtaining, planning, closing, and
making the loan, such as fees for legal,
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engineering or other technical services
and first year insurance premiums
which are required to be paid by the
borrower and which cannot be paid
from other funds. Loan funds may also
be used to pay the borrower’s share of
Social Security taxes for labor hired by
the borrower in connection with mak-
ing any planned improvements.

(v) Purchase or repair of special-pur-
pose equipment, such as terracing, land
leveling, and ditching equipment, pro-
vided:

(A) Such equipment is needed and
will facilitate the completion or main-
tenance of the planned improvement,
and

(B) The cost of the equipment plus
the other costs related to improvement
will not be more than if performed by
a contractor or by another method.

(vi) Acquire a source of water to be
used on land the applicant owns, will
acquire, or operates including:

(A) The purchase of water stock or
membership in an incorporated water
users association.

(B) The acquisition of a water right
through appropriation, agreement, per-
mit, or decree.

(C) The acquisition of water supply
or right, and the land on which it is
presently being used, when the water
supply or right cannot be purchased
without the land, provided:

(1) The value of the land without the
water supply or right is only an inci-
dental part of the title price, and

(2) The water supply will be trans-
ferred to, and used more effectively on,
other land owned or operated by the
applicant.

(vii) Purchase land or an interest
therein for sites or rights-of-way and
easements upon which a water or
drainage facility will be located.

(viii) Pay that part of the cost of fa-
cilities, improvements, and ‘‘practices’’
which will be paid for in connection
with participation in programs admin-
istered by agencies such as the Agricul-
tural Stabilization and Conservation
Service (ASCS) or the Soil Conserva-
tion Service (SCS) only when such
costs cannot be covered by purchase or-
ders or assignments to material suppli-
ers or contractors. If loan funds are ad-
vanced and the portion of the payment
for which the funds were advanced is

likely to exceed $1,000, the applicant
will assign the payment to the FmHA
or its successor agency under Public
Law 103–354.

(ix) Provide water supply facilities
for dwellings and farm buildings, in-
cluding such facilities as wells, pumps,
farmstead distribution systems, and
home plumbing.

(x) Pay costs of land and water devel-
opment, use, and conservation essen-
tial to the applicant’s farm, subject to
the following:

(A) Such a loan may be made on land
with defective title owned by the appli-
cant or on land in which the applicant
owns an undivided interest providing:

(1) The amount of funds used on such
land is limited to $25,000,

(2) There is adequate security for the
loan, and

(3) The tract is not included in the
appraisal report.

(B) Such a loan may be made on land
leased by the applicant providing:

(1) The terms of the lease are such
that there is reasonable assurance the
applicant will have use of the improve-
ment over its useful life,

(2) A written lease provides for pay-
ment to the tenant or assignee for any
remaining value of the improvement if
the lease is terminated, and

(3) There is adequate security for the
loan.

(b) Pay the costs of meeting Federal,
State, or local requirements for agri-
cultural, animal, or poultry waste pol-
lution abatement and control facili-
ties, including construction, modifica-
tion, or relocation of the farm or farm
structures, if necessary, to comply
with such pollution abatement require-
ments.

[58 FR 15073, Mar. 19, 1993]

§ 1943.67 Loan limitations.
An SW loan will not be approved if:
(a) The loan being made exceeds the

lesser of the value of the farm or other
security for the loan, or $50,000.

(b) The total outstanding insured
SW, Farm Ownership (FO) or Recre-
ation (RL) loan principal balance in-
cluding the new loan owned by the ap-
plicant will exceed the lesser of
$200,000, or the market value of the
farm or other security.
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(c) The noncontiguous character of a
farm containing two or more tracts is
such that an efficient farming oper-
ation and nonfarm enterprise cannot be
conducted due to the distance between
tracts or due to inadequate rights-of-
way or public records between tracts.

(d) The limitation found in § 1943.79
(c) of this subpart is exceeded.

(e) The loan is made for any purpose
that will contribute to excessive ero-
sion of highly erodible land or to the
conversion of wetlands to produce an
agricultural commodity, as further ex-
plained in exhibit M of subpart G of
part 1940 of this chapter. Refer to
FmHA Instruction 2000–LL (available
in any FmHA or its successor agency
under Public Law 103–354 Office) for as-
sistance in implementation.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 15074, Mar. 19, 1993]

§1943.68 Rates and terms.
(a) Terms of loan. Each loan will be

scheduled for repayment over a period
not to exceed 40 years from the date of
the note or such shorter period as may
be necessary to assure the loan will be
adequately secured, taking into ac-
count the probable depreciation of the
security. The loan approval official
will also consider the repayment abil-
ity of the applicant, as reflected in the
completed Form FmHA or its successor
agency under Public Law 103–354 431–2,
‘‘Farm and Home Plan,’’ or other simi-
lar plan of operation acceptable to
FmHA or its successor agency under
Public Law 103–354 when setting the
terms. In any case, there must be an
interest payment scheduled at least an-
nually in accordance with the FMI for
FmHA 1940–17, ‘‘Promissory Note.’’
Loans may have reduced annual in-
stallments scheduled, of least partial
interest, for the first five years.

(b) Reamortization. When the loan ap-
proval official determines that re-
amortization will assist in the orderly
collection of any SW loan, the loan ap-
proval official may take such action
under subpart S of part 1951 of this
chapter.

(c) Interest rate. Upon request of the
applicant, the interest rate charged by
FmFA will be the lower of the interest
rates in effect at the time of loan ap-
proval or loan closing. If an applicant

does not indicate a choice, the loan
will be closed at the interest rate in ef-
fect at the time of loan approval. Inter-
est rates are specified in exhibit B of
FmHA Instruction 440.1 (available in
any FmHA or its successor agency
under Public Law 103–354 office) for the
type of assistance involved. A lower
rate may be established in this exhibit
for a limited resource applicant when
loan funds are being used for soil and
water conservation and protection pur-
poses denoted in § 1943.66 (a)(1) through
(a)(5) of this subpart, subject to the fol-
lowing;

(1) The applicant meets the condi-
tions of the definition for a limited re-
source applicant set forth in § 1943.54 of
this subpart.

(2) The Farm and Home Plan and
Business Analysis—Nonagricultural
Enterprise form, when appropriate, in-
dicates that installments at the higher
rate, along with other debts, cannot be
paid during the period of the plan.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 15074, Mar. 19, 1993]

§1943.69 Security.
Each SW loan will be secured by real

estate, chattels, leaseholds, or a com-
bination of these. Chattels and/or
leaseholds, however, will only be taken
as security as set forth in paragraphs
(c) and (d) of this section. The total
amount of security required will be the
lesser of either 150 percent of the loan
amount, or all real estate owned by the
applicant. A loan will be considered
adequately secured when the real es-
tate security for the loan is at least
equal to the loan amount. Security in
excess of 150 percent of the loan
amount will only be taken when it is
not practical to separate the property,
i.e., a tract of land. The specific items
of security, along with the value of the
security, will be documented in the
case file. This information will be ob-
tained from values established in ac-
cordance with § 1943.75 of this subpart.
If the applicant disagrees with the val-
ues established, FmHA or its successor
agency under Public Law 103–354 will
accept an appraisal from the applicant,
obtained at the applicant’s expense, if
the appraisal meets all FmHA or its
successor agency under Public Law 103–
354 requirements. In cases, when a loan
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is being made in conjunction with a
servicing action, the security require-
ments as stated in subpart S of part
1951 of this chapter will prevail. In un-
usual cases, the loan approval official
may require a cosigner in accordance
with § 1910.3 (d) of subpart A of part 1910
of this chapter or a pledge of security
from a third party. A pledge of security
is preferable to a cosigner.

(a) Real estate security. (1) A mortgage
will be taken on all real estate refi-
nanced or improved with SW funds, and
by any additional real estate security
needed to meet the requirements of
this section.

(2) Security will also include items
which are considered part of the farm
and ordinarily pass with the title to
the farm such as, but not limited to,
assignments of leases or leasehold in-
terests having mortgageable value,
water rights, easements, rights-of-way,
revenues, and royalties from mineral
rights.

(3) A first lien is required on real es-
tate, when available. In addition, loans
will be secured by a junior lien on real
estate provided:

(i) Prior lien instruments do not con-
tain provisions for future advances (ex-
cept for taxes, insurance, other costs
needed to protect the security, or rea-
sonable foreclosure costs), cancella-
tion, summary forfeiture, or other
clauses that may jeopardize the Gov-
ernment’s interest or the applicant’s
ability to pay the SW loan unless any
such undesirable provisions are lim-
ited, modified, waived or subordinated
insofar as the Government is con-
cerned.

(ii) Agreements are obtained from
prior lienholders to give notice of fore-
closure to FmHA or its successor agen-
cy under Public Law 103–354 whenever
State law or other arrangements do
not require such a notice. Any agree-
ments needed will be obtained as pro-
vided in subpart B of part 1927 of this
chapter, except as modified by the
‘‘Memorandum of Understanding-FCA-
FmHA or its successor agency under
Public Law 103–354,’’ FmHA Instruction
2000–R (available in any FmHA or its
successor agency under Public Law 103–
354 office).

(4) Advice on obtaining security will
be received from OGC when necessary.

(5) The designated attorney, title in-
surance company, or OGC will furnish
advice on obtaining security when a
life estate is involved.

(6) Any loan of $10,000 or less may be
secured by the best lien obtainable
without title clearance or legal serv-
ices as required in subpart B of part
1927 of this chapter, provided the Coun-
ty Supervisor believes from a search of
the County records that the applicant
can give a mortgage on the farm. This
exception to title clearance will not
apply when:

(i) The loan is made simultaneously
with that of another lender.

(ii) This provision conflicts with pro-
gram regulations of any other FmHA
or its successor agency under Public
Law 103–354 loan being made simulta-
neously with the SW loan.

(7) The Departments of Agriculture
and Interior have agreed that FmHA or
its successor agency under Public Law
103–354 loans may be made to Native
Americans and secured by real estate
when title is held in trust or restricted
status. When security is so taken on
real estate held in trust or restrictive
status:

(i) The applicant will request the Bu-
reau of Indian Affairs (BIA) to furnish
Title Status Reports to the County Su-
pervisor; and

(ii) The BIA approval will be obtained
on the mortgage after it has been
signed by the applicant and any other
party whose signature is required.

(b) Exceptions. The County Supervisor
will clearly document in the file when
security is not taken for any of the fol-
lowing reasons:

(1) A lien will not be taken on prop-
erty that could have significant envi-
ronmental problems/costs (e.g., known
or suspected underground storage
tanks or hazardous wastes, contingent
liabilities, wetlands, endangered spe-
cies, historic properties). Guidance is
provided in part II, item H of exhibit A
of FmHA Instruction 1922–E (available
in any FmHA or its successor agency
under Public Law 103–354 office) as to
the action to be taken when the ap-
praiser indicates that the property is
subject to any hazards, detriments or
limiting conditions.
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(2) A lien will not be taken on prop-
erty that cannot be made subject to a
valid lien.

(3) A lien will not be taken on the ap-
plicant’s personal residence and appur-
tenances, when the residence is located
on a separate parcel and the farm tract
being financed, refinanced, improved,
or otherwise used for collateral pro-
vides primary security for the loan(s).

(4) A lien will not be taken on sub-
sistence livestock; cash or special cash
collateral accounts to be used for the
farming operation or for necessary
family living expenses; all types of re-
tirement accounts; personal vehicles
necessary for family living and farm
operating purposes; household goods;
and small tools and small equipment,
such as hand tools, power lawn mowers,
and other similar items not needed for
security purposes.

(5) A lien will not be taken on mar-
ginal land, including timber, when a
softwood timber (ST) loan is secured by
such land.

(c) Chattel security. Ordinarily, SW
loans will not be secured by chattels.
However, loans will be secured by chat-
tels as follows:

(1) A first lien will be taken on equip-
ment or fixtures bought with loan
funds whenever such property cannot
be included in the real estate lien and
the best lien obtainable on all real es-
tate will be taken and does not provide
primary security for the loan.

(2) Chattel security will be obtained
when real estate will not provide pri-
mary security for the loan and the best
lien obtainable has been taken on all
real estate.

(3) When a loan is made only for the
purchase of shares of water stock, such
stock will be pledged or assigned as se-
curity for the loan.

(4) If there is no real estate security
available and a lien is taken on chat-
tels only, the loan cannot be over
$100,000 and must be scheduled for re-
payment within 20 years or the useful
life of the security, whichever is less.

(5) Chattel security will be obtained
and kept effective as notice to third
parties as provided in subpart B of part
1941 and subpart A of part 1962 of this
chapter.

(d) Loans secured by leaseholds. A loan
will be secured by a mortgage on the

leasehold if it has negotiable value and
is able to be mortgaged, subject to the
following:

(1) The unexpired term of the lease
should extend beyond the repayment
period of the loan for a period suffi-
cient to ensure the objectives of the
loan will be achieved. If the loan repay-
ment period is equal to or greater than
the period covered by the lease, the
borrower must provide other security
to secure the loan or the lessor must
agree in writing to compensate the bor-
rower for any unexhausted value of the
improvements when the lease expires
or is terminated.

(2) The lessor must have good and
marketable title to the real estate,
which may be subject to a prior lien, or
the lessor must have signed a contract
to purchase the real estate. The con-
tract to sell and the lien instruments
must not contain covenants, such as
short redemption periods or rights to
cancel, which may jeopardize the Gov-
ernment’s security. Any provisions
which may jeopardize the Govern-
ment’s security must be limited, modi-
fied, waived or subordinated in favor of
the Government.

(3) With respect to achieving the pur-
pose of the loan, obtaining adequate se-
curity and being able to service the
loan and enforce its rights, the Govern-
ment, as holder of a mortgage upon a
lease or leasehold interest, must be in
a position substantially as good as if it
held a second mortgage on the real es-
tate. Besides the lessor’s consent to the
SW mortgage on the leasehold interest,
FmHA or its successor agency under
Public Law 103–354 should consider
whether or not:

(i) There is reasonable security of
tenure. The borrower’s interest should
not be subject to summary forfeiture
or cancellation.

(ii) The right to foreclose the SW
mortgage and sell without restrictions
would adversely affect the salability or
market value of the security.

(iii) FmHA or its successor agency
under Public Law 103–354 has a right to
bid at a foreclosure sale or to accept
voluntary conveyance in lieu of fore-
closure.

(iv) FmHA or its successor agency
under Public Law 103–354 has the right,
after acquiring the leasehold through
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foreclosure or voluntary conveyance in
lieu of foreclosure, or in event of aban-
donment by the borrower, to occupy
the property or sublet it, and to sell it
for cash or credit. In case of a credit
sale, the FmHA or its successor agency
under Public Law 103–354 should take a
vendor’s mortgage with rights similar
to those under the original SW mort-
gage.

(v) The borrower has the right, in the
event of default or inability to con-
tinue with the lease and the SW loan,
to transfer the leasehold, subject to the
SW mortgage, to an eligible transferee
who will assume the SW debt.

(vi) Advance notice will be given to
FmHA or its successor agency under
Public Law 103–354 of the lessor’s inten-
tion to cancel, terminate or foreclose
upon the lease. Such advance notice
should be long enough to permit FmHA
or its successor agency under Public
Law 103–354 to ascertain the amount of
delinquencies, the total amount of the
lessor’s and any other prior interest,
the market value of the leasehold in-
terest and, if litigation is involved, to
refer the case with a report of the facts
to the United States Attorney for ap-
propriate action.

(vii) There are express provisions
covering the question of FmHA or its
successor agency under Public Law 103–
354’s obligation to pay unpaid rental or
other charges accrued at the time it
acquires possession of the property or
title to the leasehold, and those which
become due during FmHA or its succes-
sor agency under Public Law 103–354’s
occupancy or ownership, pending fur-
ther servicing or liquidation.

(viii) There are any necessary provi-
sions to assure fair compensation to
the lessee for any part of the premises
taken by condemnation.

(ix) Any other provisions are nec-
essary to obtain an interest which can
be mortgaged.

(4) A State supplement will be issued
in any State in which real estate or
chattel liens may be taken on lease-
hold interests in farmland and recorded
so as to protect the mortgagee.

(5) The following language or similar
language which, in the opinion of OGC
or the designated attorney, is legally
adequate, will be inserted on the lien
instrument:

‘‘All Borrower’s right, title, and interest in
and to the leasehold estate for a term of ll
years beginning on ll, 19l, created and es-
tablished by a certain Lease dated lllll,
19l, executed by llllll as lessor(s), re-
corded on ll, 19l, in Book ll, page ll of
the ll Records of said County and State,
and any renewals and extensions thereof, and
all Borrower’s right, title, and interest in
and to said Lease, covering the following
real estate:’’ (To be inserted just before the
legal description.)
This additional covenant will be inserted in
the mortgage:

Borrower will pay when due all rents and
any and all other charges required by said
Lease, will comply with all other require-
ments of said Lease, and will not surrender
or relinquish without the Government’s
written consent, any of the Borrower’s right,
title or interest in or to said leasehold estate
or under said Lease while this instrument re-
mains in effect.

(e) State supplements. Each State will
supplement this section to provide in-
structions on forms to be completed
and other requirements to be met in
order to obtain the required security.
In each State where loans will be made
to Indians holding title to land in trust
or restricted status, FmHA or its suc-
cessor agency under Public Law 103–354
and BIA will decide on a way to ex-
change necessary information, and the
procedure to be followed will be set out
in a State supplement.

(f) Special security requirements. When
SW loans are made to eligible entities
that consist of members, stockholders,
partners or joint operators who are
presently indebted for an SW loan(s) as
individual(s) or when SW loans are
made to eligible individuals, who are
members, stockholders, partners or
joint operators of an entity which is
presently indebted for an SW loan(s),
security must consist of:

(1) Chattel and/or real estate security
that is separate and identifiable from
the security pledged to FmHA or its
successor agency under Public Law 103–
354 for any other farmer program in-
sured or guaranteed loans.

(2) Different lien positions on real es-
tate are considered separate and identi-
fiable collateral.

(3) The outstanding amount of loans
made may not exceed the value of the
collateral used.

(g) Same security. Except as provided
in paragraph (f) of this section, when
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an SW loan (insured or guaranteed) is
made to a borrower who has other
FmHA or its successor agency under
Public Law 103–354 loans, the same real
estate collateral may secure more than
one loan so long as the outstanding
loan amount does not exceed the total
value of the security.

[53 FR 35706, Sept. 15, 1988, as amended at 57
FR 18678, 18679, Apr. 30, 1992; 59 FR 22962, May
4, 1994; 59 FR 25801, May 18, 1994]

§§ 1943.70–1943.72 [Reserved]

§ 1943.73 General provisions.
(a) Flood and mudslide hazard areas.

Flood and mudslide hazards will be
evaluated whenever the farm to be fi-
nanced is located in special flood or
mudslide prone areas as designated by
the Federal Emergency Management
Administration (FEMA). Subpart B of
part 1806 of this chapter (FmHA in-
struction 426.2) as well as subpart G of
part 1940 of this chapter will be com-
plied with when loan funds are used to
construct, modify, or relocate build-
ings in such areas. This will not pre-
vent making loans on farms when the
farmstead is located in a flood or
mudslide prone area and if funds are
not included in the loan for building
improvements. However, the hazard
will need to be noted in the appraisal
report. When land development or im-
provements such as dikes, terraces,
fences, and intake structures are
planned to be located in special flood
or mudslide prone areas, loan funds
may be used subject to the following:

(1) The Corps of Engineers or the Soil
Conservation Service (SCS) will be con-
sulted concerning:

(i) Likelihood of flooding.
(ii) Probability of flood damage.
(iii) Recommendations on special de-

sign and specifications needed to mini-
mize flood and mudslide hazards.

(2) FmHA or its successor agency
under Public Law 103–354 representa-
tives will evaluate the proposal and
record the decision in the loan docket
in accordance with subpart G of part
1940 of this chapter.

(b) Civil rights. The provisions of sub-
part E of part 1901 of this chapter will
be complied with on all loans made
which involve any development fi-
nanced by FmHA or its successor agen-

cy under Public Law 103–354 that will
be performed by a contract or sub-
contract of more than $10,000.

(c) Protection of historical and archae-
ological properties. If there is any evi-
dence to indicate the property to be fi-
nanced has historical or archaeological
value, the provisions of subpart F of
part 1901 of this chapter apply.

(d) Environmental requirements. See
subpart G of part 1940 of this chapter
for applicable environmental require-
ments. Refer to FmHA Instruction
2000–LL (available in any FmHA or its
successor agency under Public Law 103–
354 office) for assistance in implemen-
tation.

(e) Equal Credit Opportunity Act. In
accordance with title V of Pub. L 93–
495, the Equal Credit Opportunity Act,
the FmHA or its successor agency
under Public Law 103–354 will not dis-
criminate against any applicant on the
basis of sex or marital status, with re-
spect to any aspect of a credit trans-
action.

(f) Compliance with Special Laws and
Regulations. (1) Applicants will be re-
quired to comply with applicable Fed-
eral, State and local laws and regula-
tions governing construction; divert-
ing, appropriating, and using water in-
cluding use for domestic purposes; and
making changes in the use of land af-
fected by zoning regulations.

(2) State Directors and Farmer Pro-
grams Staff members will consult with
SCS, U.S. Geological Survey, State Ge-
ologist or Engineer, or any board hav-
ing official functions relating to water
use and restrictions for water develop-
ment. State supplements will be issued
to provide guidelines which:

(i) State all requirements to be met,
including the acquisition of water
rights.

(ii) Define areas where development
of ground water for irrigation is not
recommended.

(3) Applicants will comply with all
local laws and regulations, and will ob-
tain any special licenses or permits
needed for nonfarm, recreation, spe-
cialized or fish farming enterprises.

[53 FR 35706, Sept. 15, 1988, as amended at 57
FR 18679, Apr. 30, 1992; 58 FR 15074, Mar. 19,
1993]
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§1943.74 Special requirements.
(a) Land development. When possible,

recommendations for land development
will be obtained from the Forest Serv-
ice, State Agricultural Extension Serv-
ice, and the Soil Conservation Service
and included in the development plan,
and in the farm and home plans. In
planning such development with the
applicant, the County Supervisor will
encourage the applicant to use any
cost-sharing assistance that may be
available through any source such as
the Agricultural Stabilization and Con-
servation Service (ASCS) program.

(b) Technical assistance. Applicants
are responsible for obtaining all the
technical assistance required in con-
nection with an SW loan, such as that
needed to plan, construct, or establish
the improvement or facility to be fi-
nanced.

(c) Loans for irrigation purposes. Evi-
dence or documentation of the follow-
ing should be obtained when loan funds
are to be used for irrigation purposes:

(1) The land to be irrigated is suit-
able for irrigation.

(2) The applicant has a right to use
water for irrigation.

(3) The water is suitable to use for ir-
rigation and is available in sufficient
quantities to irrigate a specified
amount of land.

(4) If irrigation specialists have pre-
pared any feasibility studies, copies of
these studies have been submitted to
FmHA or its successor agency under
Public Law 103–354.

(d) Insurance. (1) Insurance will be ob-
tained on buildings and other property
as provided in subpart A of part 1806 of
this chapter (FmHA Instruction 426.1)
on real estate taken as primary secu-
rity, as defined in § 1943.54 of this sub-
part. Property insurance will not be re-
quired when real estate is taken as ad-
ditional security, as defined in § 1943.54
of this subpart.

(2) See § 1943.73(a) of this subpart for
information about flood and mudslide
hazard areas.

(3) Chattel security should be insured
against hazards customarily insured
against in the area if the loss of such
security would jeopardize the interests
of the Government.

(e) Life estates. When life estates are
involved, loans may be made:

(1) To both the life estate holder and
the remainderman, provided:

(i) Both have a legal right to occupy
and operate the farm; and

(ii) Both are eligible for the loan; and
(iii) Both parties sign the note and

mortgage
(2) To the remainderman only, pro-

vided:
(i) The remainderman has a legal

right to occupy and operate the farm;
and

(ii) The lien instrument is signed by
the remainderman, life estate holder,
and any other party having any inter-
est in the security.

(3) To the life estate holder only, pro-
vided:

(i) There is no legal restriction
placed on a life estate holder who occu-
pies and operates a farm; and

(ii) The lien instrument is signed by
the life estate holder, remainderman,
and any other party having any inter-
est in the security.

(f) Liens junior to the FmHA or its suc-
cessor agency under Public Law 103–354
lien. A loan will not be approved if a
lien junior to the FmHA or its succes-
sor agency under Public Law 103–354
lien is likely to be taken simulta-
neously with or immediately subse-
quent to the loan closing to secure any
debt the borrower may have at the
time of loan closing or any debt that
may be incurred in connection with the
SW loan, unless the total debt against
the security would be within its mar-
ket value.

(g) Graduation of SW borrowers. If, at
any time, it appears that the borrower
may be able to obtain a refinancing
loan from a cooperative or private
credit source at reasonable rates and
terms, comparable to those for loans
for similar purposes and periods of
time prevailing in the area the bor-
rower will, upon request, apply for and
accept such financing.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 26681, May 5, 1993]

§ 1943.75 Options, planning, and ap-
praisals.

(a) Options. An applicant is respon-
sible for obtaining options on real
property. Form FmHA or its successor
agency under Public Law 103–354 440–34,
‘‘Option to Purchase Real Property,’’
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may be used. Other forms may be used
if acceptable to all parties concerned
and to FmHA or its successor agency
under Public Law 103–354. When an
FmHA or its successor agency under
Public Law 103–354 form is not used, a
provision should be included which
makes the option contingent upon
FmHA or its successor agency under
Public Law 103–354 making a loan to
the buyer.

(b) Planning. Farm and Home Plans
and nonagricultural enterprise plans,
when appropriate, will be completed as
provided in subpart B of part 1924 of
this chapter.

(c) Appraisals. (1) Except as provided
in paragraph (c)(2) of this section, real
estate appraisals will be completed on
Forms FmHA 1922–1 or FmHA 1922–8,
‘‘Uniform Residential Appraisal Re-
port,’’ for farm real estate or residen-
tial farm real estate, respectively, by a
designated FmHA or its successor
agency under Public Law 103–354 real
property appraiser, or FmHA or its
successor agency under Public Law 103–
354 State-certified general contract
real property appraiser. Appraisals are
necessary when real estate is taken as
primary security, as defined in § 1943.4
of this subpart, and when loans are
serviced in accordance with subpart S
of part 1951 of this chapter. Real estate
appraisals are not required when real
estate is taken as additional security,
as defined in § 1943.4 of this subpart.
However, the County Supervisor will
document in the running record the es-
timated market value of the additional
security and the basis for the estimate.

(2) Other real estate appraisals com-
pleted by other State-certified general
appraisers may be used providing such
appraisals meet the ethics, com-
petency, departure provisions, etc., and
sections I and II of the Uniform Stand-
ards of Professional Appraisal Prac-
tices, and contain a mineral rights ap-
praisal as set out in paragraph (c)(4) of
this section. Prior to acceptance, the
appraisal must have an acceptable desk
review (technical) completed by an
FmHA or its successor agency under
Public Law 103–354 designated review
appraiser.

(3) A new real estate appraisal is not
required if the latest appraisal report
available is not over 1 year old, unless

the approval official requests a new ap-
praisal, or unless significant changes in
the market value of real estate have
occurred in the area within the 1-year
period.

(4) Real estate appraisals will be
completed as provided in subpart E of
part 1922 of this chapter. The rights to
mining products, gravel, oil, gas, coal,
or other minerals will be considered a
portion of the security for Farmer Pro-
grams loans and will be specifically in-
cluded as a part of the appraised value
of the real estate securing the loans
using Form FmHA or its successor
agency under Public Law 103–354 1922–
11, ‘‘Appraisal for Mineral Rights.’’

(5) The value of stock required to be
purchased by Federal land Bank (FLB)
borrowers may be added to the rec-
ommended market value of the secu-
rity, provided:

(i) An assignment is obtained on the
stock, or

(ii) An assignment is obtained which
provided that:

(A) The value of the stock at the
time the FLB loan is satisfied will be
applied on the FLB loan, or

(B) The stock refund check is made
payable to the borrower and FmHA or
its successor agency under Public Law
103–354, or

(C) The stock refund check is made
payable to the borrower and mailed to
the County Supervisor.

(iii) The total of the stock value and
the recommended market value of real
estate is indicated in the comments
section of the appraisal report.

(6) In the case of nonreal estate secu-
rity, the following items apply:

(i) Form FmHA or its successor agen-
cy under Public Law 103–354 440–21,
‘‘Appraisal of Chattel Property,’’ will
be used.

(ii) The property which will serve as
security will be described in sufficient
detail so it can be identified.

(iii) The current market value or, if
appropriate, the current cash value
will be determined.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 48289, Sept. 15, 1993; 59 FR 16773, Apr. 8,
1994]
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§ 1943.76 Planning and performing de-
velopment.

The development work will be
planned and completed in accordance
with part 1924, subpart A of this chap-
ter.

§ 1943.77 Relationship with other lend-
ers.

(a) An applicant will be requested to
obtain credit from another source when
information indicates such credit is
available. When another lender will not
make a loan for the total needs of the
applicant but is willing to participate
with an SW loan, consideration will be
given to a participation loan. FmHA or
its successor agency under Public Law
103–354 employees may not guarantee,
personally or for FmHA or its succes-
sor agency under Public Law 103–354,
repayment of advances made from
other credit sources. However, lenders
may be assured that lien priorities will
be recognized.

(b) The County Supervisor and the
other lender’s representative should
maintain a close working relationship
in processing loans to a mutual appli-
cant or borrower. When an SW loan is
made at the same time as a loan from
another lender, that lender’s lien will
have priority over the FmHA or its
successor agency under Public Law 103–
354 lien unless otherwise agreed upon.
The lender’s lien priority can cover the
following in addition to principal and
interest: Advances for payment of
taxes, property insurance, reasonable
maintenance to protect the security,
and reasonable foreclosure costs in-
cluding attorney’s fees.

§ 1943.78 [Reserved]

§ 1943.79 Relationship with other
FmHA or its successor agency
under Public Law 103–354 loans, di-
rect and guaranteed.

(a) Direct SW loans may be made si-
multaneously with other FmHA or its
successor agency under Public Law 103–
354 loans or to borrowers presently in
debt on FmHA or its successor agency
under Public Law 103–354 loans, only if
the loan limits involved will not be ex-
ceeded and all requirements of the
loans involved will be met.

(b) New applicants and borrowers in-
debted to FmHA or its successor agen-
cy under Public Law 103–354 and/or an
FmHA or its successor agency under
Public Law 103–354 guaranteed lender(s)
for an EE loan may be considered for
an SW loan(s) provided their total out-
standing principal indebtedness to
FmHA or its successor agency under
Public Law 103–354 and/or the FmHA or
its successor agency under Public Law
103–354 guaranteed lender(s) for the EE
and any FO, RL, OL and SW loans will
not exceed $650,000.

(c) A direct SW loan may be made to
a borrower with an outstanding guar-
anteed FO, SW of RL loan when:

(1) The total direct and guaranteed
FO, SW and RL principal balance, in-
cluding the new loan, owed by the loan
applicant does not exceed $300,000 at ei-
ther loan approval or loan closing.

(2) Different lien positions on real es-
tate are considered separate and identi-
fiable collateral.

(3) All other requirements of the loan
are met.

(d) A borrower may use the same col-
lateral to secure two or more loans
made, direct or guaranteed under this
subpart except that the outstanding
amount of such loans may not exceed
the total value of the collateral.

[53 FR 35706, Sept. 15, 1988, as amended at 58
FR 15074, Mar. 19, 1993; 58 FR 44748, Aug. 25,
1993; 58 FR 48289, Sept. 15, 1993]

§§ 1943.80–1943.82 [Reserved]

§ 1943.83 Loan approval or dis-
approval.

(a) Loan approval authority. Initial
and subsequent loans may be approved
as authorized by subpart A of part 1901
of this chapter, provided:

(1) Section 1943.67 of this subpart,
containing loan limitations, is not vio-
lated.

(2) No significant changes have been
made in the development plan consid-
ered by the appraiser when real estate
will be taken as security.

(b) Loan approval action. (1) The loan
approval official must approve or dis-
approve applications within the dead-
lines set out in § 1910.4 of subpart A of
part 1910 of this chapter. The loan ap-
proval official is responsible for review-
ing the docket to determine whether

VerDate 12<JAN>99 07:40 Feb 03, 1999 Jkt 183022 PO 00000 Frm 00279 Fmt 8010 Sfmt 8010 Y:\SGML\183022T.XXX pfrm02 PsN: 183022T



286

7 CFR Ch. XVIII (1–1–99 Edition)§ 1943.84

the proposed loan complies with estab-
lished policies and all pertinent regula-
tions. When reviewing the docket, the
loan approval official will determine
that:

(i) The Agency has certified the ap-
plicant eligible;

(ii) Funds are requested for author-
ized purposes;

(iii) The proposed loan is based upon
a feasible plan. Planning forms other
than Form FmHA or its successor
agency under Public Law 103–354 432–2,
‘‘Farm and Home Plan’’ may be used
when they provide the necessary infor-
mation.

(iv) The security is adequate;
(v) Necessary supervision is planned;

and
(vi) All other pertinent requirements

have been met or will be met.
(2) [Reserved]

[53 FR 35706, Sept. 15, 1988, as amended at 55
FR 21530, May 25, 1990; 57 FR 18679, Apr. 30,
1992; 61 FR 35926, July 9, 1996]

§ 1943.84 Requesting title service.
When the loan is approved and real

estate will serve as security, the Coun-
ty Supervisor will request the appli-
cant to obtain title clearance as pro-
vided in subpart B of part 1927 of this
chapter, when required if this has not
been done. If an option is involved, the
applicant will sign and send to the sell-
er Form FmHA or its successor agency
under Public Law 103–354 440–35, ‘‘Ac-
ceptance of Option,’’ or other suitable
forms.

[53 FR 35706, Sept. 15, 1988, as amended at 56
FR 67481, Dec. 31, 1991]

§ 1943.85 Action after loan approval.
(a) Requesting check. If the County

Supervisor is reasonably certain that
the loan can be closed within 20 work-
ing days from the date of the check,
loan funds may be requested at the
time of loan approval through the field
office terminal system. If funds are not
requested when the loan is approved,
advances in the amount needed will be
requested through the field office ter-
minal system. Loan funds must be pro-
vided to the applicant(s) within 15 days
after loan approval, unless the appli-
cant(s) agrees to a longer period. If no
funds are available within 15 days of

loan approval, funds will be provided to
the applicant as soon as possible and
within 15 days after funds become
available, unless the applicant agrees
to a longer period. If a longer period is
agreed upon by the applicant(s), the
same will be documented in the case
file by the County Supervisor.

(1) When all loan funds can be dis-
bursed at, or within 30 days after loan
closing or if the amount of funds that
cannot be disbursed does not exceed
$5,000, the total amount of the loan will
be requested in a single advance.

(2) When loan funds cannot be dis-
bursed as outlined in paragraph (a)(1)
of this section, the amount needed to
meet the immediate needs of the bor-
rower will be requested through the
field office terminal system. The
amount of each advance should meet
the needs of the borrower as much as is
possible, so the amount in the super-
vised bank account will be kept to a
minimum. The Finance Office will con-
tinue to supply Form FmHA or its suc-
cessor agency under Public Law 103–354
440–57 until the entire loan has been
disbursed. The County Supervisor
should tell the borrower to notify the
County Office of amounts needed on a
timely basis to avoid delays in receiv-
ing loan checks.

(b) Handling loan checks. (1) When the
loan check or the borrower’s personal
funds are to be deposited in the des-
ignated loan closing agent’s escrow ac-
count, this will be done no later than
the date of loan closing. If loan funds
or the borrower’s personal funds are to
be deposited in a supervised bank ac-
count, this will be done in accordance
with subpart A of part 1902 of this
chapter as soon as possible, but in no
case later than the first banking day
following the date of loan closing.

(2) If a loan check is received and the
loan cannot be closed within 20 work-
ing days from the date of the check,
the County Supervisor will take appro-
priate action in accordance with FmHA
Instruction 2018–D, (available in any
FmHA or its successor agency under
Public Law 103–354 office). The appli-
cant must agree to a delayed loan clos-
ing and the same will be documented in
the case file by the County Supervisor.

(3) When a check is returned and the
loan will be closed at a subsequent
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date, another check will be requested
in accordance with FmHA Instruction
2018–D, a copy of which may be ob-
tained as stated in paragraph (b)(2) of
this section.

(c) Cancellation of loan. If, for any
reason a loan check or obligation will
be cancelled, the County Supervisor
will take the following actions:

(1) The County Supervisor will notify
the State Office of loan cancellation by
using Form FmHA or its successor
agency under Public Law 103–354 1940–
10, ‘‘Cancellation of U.S. Treasury
Check and/or Obligation.’’ The County
Office will send a copy of Form FmHA
or its successor agency under Public
Law 103–354 1940–10 to the designated
attorney, Regional Attorney, or the
title insurance company representative
providing loan closing instructions to
indicate the loan has been canceled. If
a check received in the County Office
is to be canceled, the check will be re-
turned as prescribed in FmHA Instruc-
tion 2018–D (available in any FmHA or
its successor agency under Public Law
103–354 office).

(2) Interested parties will be notified
of the cancellation as provided in sub-
part B of part 1927 of this chapter.

(d) Cancellation of advances. When an
advance is to be cancelled the County
Supervisor must take the following ac-
tions:

(1) Complete and distribute Form
FmHA or its successor agency under
Public Law 103–354 194–10 in accordance
with the FMI.

(2) When necessary, prepare and exe-
cute a substitute promissory note re-
flecting the revised total of the loan
and the revised repayment schedule.
When it is not possible to obtain a sub-
stitute promissory note, the County
Supervisor will show on Form FmHA
or its successor agency under Public
Law 103–354 440–57 the revised amount
of the loan and the revised repayment
schedule.

(e) Increase or decrease in amount of
loan. If it becomes necessary to in-
crease or decrease the amount of the
loan prior to loan closing, the County
Supervisor will request that all distrib-
uted docket forms be returned to the
County Office and reprocessed unless
the change is minor and replacement
forms can readily be completed and

submitted. In the latter case, a memo-
randum explaining the change will be
attached to the revised forms and sent
to the Finance Office.

[53 FR 35706, Sept. 15, 1988, as amended at 54
FR 39727, Sept. 28, 1989; 56 FR 67481, Dec. 31,
1991; 59 FR 54788, Nov. 2, 1994]

§§ 1943.86–1943.87 [Reserved]

§ 1943.88 Loan closing actions.
When a loan closing date has been

agreed upon, the County Supervisor
will notify the borrower of the loan
closing date. The following appropriate
actions will be taken in connection
with, and after loan closing:

(a) Real estate mortgage loans. When a
loan is to be secured by a real estate
mortgage, it will be closed in accord-
ance with the applicable provisions of
subpart B of part 1927 of this chapter
except as modified for loans of $10,000
or less in paragraph 1943.69(a)(6).

(b) Loans involving chattel or other
nonreal estate security. All chattel secu-
rity instruments will be signed and
filed as prescribed in subpart B of part
1941 of this chapter for Operating loans.
The following forms will be used for
chattel security:

(1) Form FmHA or its successor agen-
cy under Public Law 103–354 440–15,
‘‘Security Agreement (Insured Loans
to Individuals).’’

(2) Form FmHA or its successor agen-
cy under Public Law 103–354 440–25, ‘‘Fi-
nancing Statement,’’ or, when author-
ized, Form FmHA or its successor
agency under Public Law 103–354 440–
A25, ‘‘Financing Statement.’’

(3) State forms may be used if Na-
tional forms are not legally acceptable.
Such forms will require OGC and Na-
tional Office clearance.

(c) Applicant’s financial condition. The
County Supervisor will review with the
applicant the financial statement
which was prepared at the time the
docket was developed. If there have
been significant changes in the appli-
cant’s financial condition, the finan-
cial statement will be revised and ini-
tialed by the applicant and the County
Supervisor. When an applicant’s finan-
cial condition has changed to the ex-
tent that it appears the loan would be
unsound or improper, the loan will not
be closed. If a revised loan docket is
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needed to meet loan requirements or
determine loan soundness, it will be de-
veloped and submitted to the appro-
priate loan approval official.

(d) Loan approval conditions. The
County Supervisor will inform the ap-
plicant of any loan approval conditions
that need to be met. These conditions
will usually be included in the notice
informing the applicant of the loan
closing date. The loan will not be
closed if the applicant is unable to
meet loan approval conditions.

(e) Change in the use of funds planned
for refinancing. (1) County Supervisors
are authorized to:

(i) Transfer funds planned to be used
for refinancing specific debts to other
debts when there is a need to do so; and

(ii) Transfer funds planned to be used
for other purposes to pay small defi-
ciencies in estimates for refinancing
debts, providing there are sufficient re-
maining funds to complete any land
purchase and planned development.

(2) A revised docket will be developed
when:

(i) The total amount of debts to be
refinanced has increased in such an
amount that planned loan purposes
cannot be carried out; and

(ii) The applicant is unable to make
up any deficiencies from other re-
sources.

(f) Assignment of income from real es-
tate to be mortgaged. Income to be re-
ceived by the borrower from royalties,
leases, or other existing agreements
under which the value of the real es-
tate security will be reduced will be as-
signed and disposed of in accordance
with subpart A of part 1965 of this
chapter, including provisions for writ-
ten consent of any prior lienholder.
When the County Supervisor deems it
advisable, assignments also may be
taken on all or a portion of income to
be derived from nondepleting sources
such as income from bonus payments
or annual delay rentals. Such income
will be assigned and disposed of in ac-
cordance with subpart A of part 1965 of
this chapter.

(1) For assignment of income, Form
FmHA or its successor agency under
Public Law 103–354 443–16, ‘‘Assignment
of Income from Real Estate Security,’’
will be used, except, if it is legally in-
adequate in a State, it may be adapted

to that State with the approval of the
OGC or an authorized State form may
be used instead.

(2) The County Supervisor, upon the
advice of the designated attorney, es-
crow agent, title insurance company,
or the OGC, as appropriate, may re-
quire acknowledgment and recordation
of the assignment. Any cost incident
thereto will be paid by the borrower.

(3) At the time Form FmHA or its
successor agency under Public Law 103–
354 443–16 is executed, appropriate nota-
tions will be made on Form FmHA or
its successor agency under Public Law
103–354 1905–1, ‘‘Management System
Card—Individual,’’ to insure the pro-
ceeds, or the specified portion of the
proceeds assigned to FmHA or its suc-
cessor agency under Public Law 103–354
from the transactions are remitted at
the proper time.

(g) Preparation of the note. Form
FmHA or its successor agency under
Public Law 103–354 1940–17, ‘‘Promis-
sory Note,’’ will be used and completed
in accordance with the FMI.

(1) Separate notes will be prepared
for any other FmHA or its successor
agency under Public Law 103–354 Loan
made simultaneously with the SW
loan. The notes will be completed as
provided in the appropriate loan regu-
lation and FMI.

(2) All FmHA or its successor agency
under Public Law 103–354 notes to be
secured by real estate can be described
in the same mortgage.

(3) The promissory note will be
signed as follows:

(i) Individuals. Only the applicant(s)
will sign the note as a borrower. If a
co-signer is needed (see § 1910.3(e) of
subpart A of part 1910 of this chapter),
the co-signer will also sign the note.
Any other signatures needed to assure
the required security will be obtained
as provided in State supplements. Per-
sons who are minors or mental
incompetents will not execute a prom-
issory note. Except when a person has
pledged only property as security for a
loan, the purpose and effect of signing
a promissory note or other evidence of
indebtedness for a loan made or insured
by FmHA or its successor agency under
Public Law 103–354 is to incur individ-
ual personal liability regardless of any
State law to the contrary.
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(ii) Cooperatives or corporations. The
promissory note(s) will be executed so
as to evidence liability of the entity as
well as individual liability of all mem-
ber(s) or stockholder(s) in the entity.

(iii) Partnerships or joint operations.
The note will be executed by the part-
ner or joint operator authorized to sign
for the entity, and all partners in a
partnership or joint operators in the
joint operation, as individuals.

(h) Supplementary payment agreement.
Form FmHA or its successor agency
under Public Law 103–354 440–9, ‘‘Sup-
plementary Payment Agreement,’’
should be used for each applicant who
regularly (such as weekly, monthly, or
quarterly) receives substantial income
from an off-farm source, a nonfarm en-
terprise, or from farming.

(i) Obtaining insurance. The applicant
will be informed of the insurance re-
quirements set forth in § 1943.74(d) of
this subpart.

(j) Effective time of loan closing. An SW
loan is considered closed when the
mortgage is filed for record.

(k) Distribution of documents after loan
closing. The County Supervisor should
review the forms and closing actions.
Corrective action should be taken when
necessary.

(1) Real estate mortgages:
(i) When the original recorded instru-

ment is returned to the County Office:
(A) File the original in the County

Office file, and
(B) Give a copy to the borrower.
(ii) When the original is retained by

recorder:
(A) File a conformed copy in County

Office file, and
(B) Give a conformed copy to the bor-

rower.
(iii) The County Supervisor will pro-

vide copies that may be needed in some
cases for interested third parties.

(2) Deeds:
(i) Give the original to the borrower,

and
(ii) Retain one copy to file.
(3) Title insurance policies:
(i) File the Mortgagee title policy in

the County Office file, and
(ii) Give the owner’s title policy, if

one is obtained, to the borrower.
(4) Water stock certificates or simi-

lar collateral will be retained in the
County Office file.

(5) Abstracts of title:
(i) Return to the borrower, except

when they were obtained from a third
party with the understanding they
would be returned, the abstracts will
be sent to the third party. A memoran-
dum receipt will be obtained when ab-
stracts are delivered to the third party.

(ii) Form FmHA or its successor
agency under Public Law 103–354 140–4,
‘‘Transmittal of Documents,’’ will be
used and a receipted copy kept in the
County Office. The FMI should be fol-
lowed for preparing this form.

[53 FR 35706, Sept. 15, 1988, as amended at 56
FR 67481, Dec. 31, 1991; 57 FR 18679, Apr. 30,
1992; 58 FR 48289, Sept. 15, 1993; 59 FR 25801,
May 18, 1994]

§§ 1943.89–1943.91 [Reserved]

§ 1943.92 Servicing.

SW loans will be serviced in accord-
ance with subpart A of part 1965 of this
chapter. Chattel security for SW loans
will be serviced in accordance with
subpart A of part 1962 of this chapter.
Bureau of Reclamation (BR) loans
made during the period August 19, 1977,
through September 30, 1977, will be
serviced in the same manner as Soil
and Water loans. See exhibit A of this
subpart, ‘‘Memorandum of Understand-
ing Between the Bureau of Reclama-
tion, Department of the Interior, and
the Farmers Home Administration or
its successor agency under Public Law
103–354, Department of Agriculture,’’
for additional information on these
loans.

§ 1943.93 Subsequent SW loans.

A subsequent SW loan is a loan made
to a borrower who is currently in debt
for an SW loan.

(a) Subsequent loan may be made for
the same purposes and under the same
conditions as an initial loan.

(b) The subsequent loan will be proc-
essed in the same manner as an initial
loan.

(c) A new real estate mortgage will
not be necessary provided:

(1) All the land which will serve as
security for the loan is described on
the present real estate mortgage; or
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(2) The real estate mortgage has a fu-
ture advance clause and a State supple-
ment provides authority for using such
a clause; or

(3) The required lien priority is ob-
tained with the existing mortgage and
future advance clause.

§ 1943.94 Subordinations.
Subordinations in favor of other

lenders will be processed in accordance
with subpart A of part 1965 of this
chapter.

§§ 1943.95–1943.99 [Reserved]

§ 1943.100 State supplements.
State supplements will be issued as

necessary to implement this subpart.

EXHIBIT A TO SUBPART B—MEMORAN-
DUM OF UNDERSTANDING BETWEEN
THE BUREAU OF RECLAMATION, DE-
PARTMENT OF THE INTERIOR AND THE
FARMERS HOME ADMINISTRATION OR
ITS SUCCESSOR AGENCY UNDER PUB-
LIC LAW 103–354, DEPARTMENT OF
AGRICULTURE

Whereas, under section 8 of the 1977
Drought Emergency Act (P.L. 95–18), here-
after referred to as ‘‘the Act,’’ the Bureau of
Reclamation (BR) is authorized to make
loans to irrigators for the purpose of under-
taking construction, management, conserva-
tion activities, or the acquisition and trans-
portation of water, which can be expected to
have an effect in mitigating losses and dam-
ages resulting from the 1976–1977 drought pe-
riod;

Whereas, the Farmers Home Administra-
tion (FmHA) or its successor agency under
Public Law 103–354 has an existing soil and
water program (SW) authorized by section
304 of the Consolidated Farm and Rural De-
velopment Act for loans to individuals that
accomplish purposes similar to those in the
Act;

Whereas, it is more efficient and in the
best interests of the United States, and in
accordance with section 6 of the Act, for BR
to procure the services of FmHA or its suc-
cessor agency under Public Law 103–354 pur-
suant to the terms of the Economy Act of
1932 (31 U.S.C. 686) to make and service loans
to individual irrigators as authorized by the
Act.

Now therefore the parties agree:
1. For purposes of this Memorandum the

term irrigators shall mean any person or legal
entity who holds a valid existing water right
for irrigation purposes within the Federal
reclamation projects. Federal reclamation
projects means any project constructed or

funded under Federal reclamation law and
specifically including projects having ap-
proved loans under the Small Reclamation
Projects Act of 1956, as amended.

2. FmHA or its successor agency under
Public Law 103–354 shall make and service
loans to individual irrigators as authorized
by the Act pursuant to its SW program and
applicable FmHA or its successor agency
under Public Law 103–354 regulations except
as modified hereby.

3. The loans shall be only for the purposes
relating specifically to irrigation and set
forth in FmHA Instruction 443.2, IVA1, A8,
B1, B2, and C. The loans shall be interest
free. Loans for water acquisition and trans-
portation shall be repaid over a period not to
exceed 5 years. Other loans shall be repaid
over a period not to exceed 5 years except
such loans which generate benefits which are
usable beyond 1977 shall be repaid within a
period which shall be the shorter of the esti-
mated useful life of the facilities or the rea-
sonable payment capacity of the irrigator
but in no event to exceed 40 years. All loans
shall be obligated not later than September
30, 1977, and any construction related to any
loan must be completed by November 30,
1977.

4. Services rendered by FmHA or its suc-
cessor agency under Public Law 103–354 pur-
suant to this Memorandum of Understanding
shall be on a nonreimbursable basis to the
irrigator. For services rendered, BR shall
pay to FmHA or its successor agency under
Public Law 103–354 a charge of 5 percent of
principal of each loan. BR directs that
FmHA or its successor agency under Public
Law 103–354 disburse such service charge to
itself directly upon the closing of each loan.

5. Three million dollars shall be trans-
ferred to FmHA or its successor agency
under Public Law 103–354 by Standard Form
1151, which amount shall be available for
construction, management, and conservation
activities. An additional sum of $5 million
may be made available upon request of
FmHA or its successor agency under Public
Law 103–354 for the acquisition and transpor-
tation of water.

6. Monthly Report: FmHA or its successor
agency under Public Law 103–354 shall sub-
mit a Standard Form 133, ‘‘Report on Budget
Execution’’, in accordance with OMB Cir-
cular A–34, to the Bureau of Reclamation,
Washington, D.C. 20240, attention code 370.

7. Accomplishment: FmHA or its successor
agency under Public Law 103–354 shall sub-
mit to the Bureau of Reclamation, Washing-
ton, D.C. 20240, attention code 400, a com-
plete report on expenditures and accomplish-
ments under this Memorandum on January
16, 1978.

Date of June 29, 1977.

Bureau of Reclamation, Department of the Inte-
rior,
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R. KEITH HIGGINSON,
Commissioner.

Dated: July 15, 1977.

Farmers Home Administration or its successor
agency under Public Law 103–354, Department
of Agriculture,

MARTY HOLLERAN,
for Gordon Cavanaugh,
Administrator.

ATTACHMENT

AMENDATORY-MEMORANDUM OF UNDERSTAND-
ING BETWEEN THE BUREAU OF RECLAMATION,
DEPARTMENT OF THE INTERIOR AND THE
FARMERS HOME ADMINISTRATION OR ITS
SUCCESSOR AGENCY UNDER PUBLIC LAW 103–
354, DEPARTMENT OF AGRICULTURE

WHEREAS, the Bureau of Reclamation
(BR) and the Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 consummated a Memorandum of
Understanding on July 15, 1977, whereby BR
would procure the services of FmHA or its
successor agency under Public Law 103–354
pursuant to the terms of the Economy Act of
1932 (31 U.S.C. 686) to make and service loans
to individual irrigators as authorized by sec-
tion 8 of the 1977 Drought Emergency Act
(Pub. L. 95–18); and

WHEREAS, item 3 of that Memorandum of
Understanding provides in part that all loans
shall be obligated not later than September
30, 1977, and any construction related to any
loan must be completed by November 30,
1977; and

WHEREAS, Pub. L. 95–107, enacted on Au-
gust 17, 1977, amends Pub. L. 95–18 to accom-
plish, among other things, an extension of
the time for completing construction activi-
ties under the authorities of Pub. L. 95–18
from November 30, 1977, to January 31, 1978.

NOW THEREFORE the parties agree that
the date November 30, 1977, in the last sen-
tence of item 3 of the Memorandum of Un-
derstanding executed by BR on June 29, 1977,
and FmHA or its successor agency under
Public Law 103–354 on July 15 1977, be revised
to January 31, 1978, so that the sentence will
read, ‘‘All loans shall be obligated not later
than September 30, 1977, and any construc-
tion related to any loan must be completed
by January 31, 1978.’’

Date of September 6, 1977.

Bureau of Reclamation, Department of the Inte-
rior,

R. KEITH HIGGINSON,
Commissioner.

Farmers Home Administration or its successor
agency under Public Law 103–354, Department
of Agriculture,

GORDON CAVANAUGH,
Administrator.

SEPTEMBER 7, 1977.

Subpart C—Small Farmer Out-
reach Training and Technical
Assistance Program

SOURCE: 59 FR 66443, Dec. 27, 1994, unless
otherwise noted.

§ 1943.101 General.
This subpart provides procedures for

administration of the Small Farmer
Outreach Training and Technical As-
sistance Program whereby an 1890 or
other eligible educational institution
or community-based organization as
referenced in § 1943.105 of this subpart,
also referred to as the recipient, enters
into a grant, cooperative, or other
agreement with the Farm Service
Agency (FSA)to provide outreach,
training, and technical assistance to
members of socially disadvantaged
groups to own and operate farms and
ranches and to participate in agricul-
tural programs.

§ 1943.102 Objectives.
To meet the objectives of the pro-

gram referenced in paragraphs (a) and
(b) of this section, FSA will fund grant
agreements, cooperative agreements,
or enter into Memorandums of Under-
standing (MOU) with recipients as ref-
erenced in § 1943.105 of this subpart, for
Small Farmer Outreach Training and
Technical Assistance Projects which
are determined to meet the objectives
of the program:

(a) The long-term objective of the
Small Farmer Outreach Training and
Technical Assistance Program is to
keep small farmers, especially those
who are members of socially disadvan-
taged groups, on the farm and
strengthen the rural economy.

(b) An immediate objective of the
Small Farmer Outreach Training and
Technical Assistance Program is to en-
courage and assist members of socially
disadvantaged groups to own and oper-
ate farms and ranches and to partici-
pate in agricultural programs.

§ 1943.103 Project period.
A cooperative agreement or other

agreement will specify a project for a
period generally of 5 years, with an op-
tion for renewal up to the 5-year pe-
riod, subject to the availability of
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funds or termination of the project by
mutual agreement or for cause.

§ 1943.104 Definitions.
For the purpose of the Small Farmer

Outreach Training and Technical As-
sistance Program, the following defini-
tions are applicable:

Agricultural programs. Eligible pro-
grams shall include, but are not lim-
ited to, one or more of the following
programs: Agricultural conservation
program, programs comprising the en-
vironmental conservation acreage re-
serve program (ECARP), conservation
technical assistance program, emer-
gency conservation program, forestry
incentives program, Great Plains Con-
servation Program, integrated farm
management option program, price
support and production adjustment
programs, rural environmental con-
servation program, soil survey pro-
gram, and water bank program; also
the farm loan programs (farm owner-
ship, operating, soil and water, and
emergency loans) of the FSA.

Awarding official. The Administrator
of the FSA or designee.

Community-based organization. Those
nonprofit, nongovernment organiza-
tions with a well defined constituency
that includes all or part of a particular
community, e.g., communities consist-
ing of socially disadvantaged farmers
and ranchers. Socially disadvantaged
farmers and ranchers must play a role
in the development and implementa-
tion of any program or project under-
taken by the organization.

Cooperative agreement. The same
meaning as grant, except that, at the
time a cooperative agreement is award-
ed, substantial involvement is antici-
pated between FSA, acting for the Fed-
eral Government, and the recipient
during performance under the agree-
ment. (Refer to exhibit A of FmHA In-
struction 1943–C (available in any State
office).)

Grant. For purposes of this regula-
tion, an award by FSA, acting for the
Federal Government, of money to the
recipient with the following character-
istics:

(1) The principal purpose of the
award is to accomplish a public pur-
pose authorized by statute, rather than
acquisition, by purchase, lease, or bar-

ter, of property or services for the di-
rect benefit or use of the Federal Gov-
ernment; and

(2) At the time an award is made, no
substantial involvement is anticipated
between FSA, acting for the Federal
Government, and the recipient.

Memorandum of Understanding (MOU).
For purposes of this regulation, a docu-
mented plan between FSA and the re-
cipient or recipients for carrying out
their separate activities in a project of
mutual interest. When an understand-
ing is reached as to the area of oper-
ations and duties to be performed by
the parties concerned, each party di-
rects its own activities and utilizes its
own resources. An MOU is not a fund
obligation document since it does not
directly involve a financial assistance
transaction.

Project. The total activities within
the scope of the program as identified
in the MOU, grant, cooperative or
other agreement.

Project Director. The individual who is
responsible for the project, as des-
ignated by the recipient in the project
proposal and approved by the awarding
official. The project director will de-
vote full time to the administration of
the project.

Project period. The total time ap-
proved by the awarding official for con-
ducting the proposed project as out-
lined in an approved project proposal
or the approved portions thereof and as
specified in the cooperative or other
agreement.

Recipient. For purposes of this sub-
part, an entity as defined in § 1943.105 of
this subpart that has entered into an
MOU, grant, or cooperative or other
agreement with FSA.

Socially disadvantaged farmer or ranch-
er. A farmer or rancher who is a mem-
ber of a socially disadvantaged group.
(For entity applicants, the majority in-
terest has to be held by socially dis-
advantaged individuals.)

Socially disadvantaged group. A group
whose members have been subject to
racial, ethnic, or gender prejudice be-
cause of their identity as members of a
group without regard to their individ-
ual qualities. Socially disadvantaged
groups consist of Women, African-
Americans, Native Americans, Alaskan
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Natives, Hispanics, Asians, and Pacific
Islanders.

§ 1943.105 Eligible entities.
(a) FSA will consider proposals only

from:
(1) 1890 Land-Grant Colleges, includ-

ing Tuskegee University.
(2) Indian tribal community colleges.
(3) Alaska native cooperative col-

leges.
(4) Hispanic-serving post-secondary

educational institutions.
(5) Other post-secondary educational

institutions with demonstrated experi-
ence in providing agricultural edu-
cation or other agriculturally-related
services to socially disadvantaged
farmers or ranchers in their region.

(6) Any community-based organiza-
tion that:

(i) Has demonstrated experience in
providing agricultural education or
other agriculturally-related services to
socially disadvantaged farmers and
ranchers;

(ii) Provides documentary evidence
of its past experience in working with
socially disadvantaged farmers and
ranchers during the 2 years preceding
its application for assistance; and

(iii) Does not engage in activities
prohibited under Section 501(c)(3) of
the Internal Revenue Code of 1986.

(b) In addition to those entities ref-
erenced in paragraph (a) of this sec-
tion, an applicant must:

(1) Have adequate financial resources
for performance and the necessary ex-
perience, organizational and technical
qualifications, and facilities or a firm
commitment, arrangement, or ability
to obtain same (including any to be ob-
tained through subagreement(s));

(2) Have the ability to comply with
the proposed or required completion
schedule for the project;

(3) Have an adequate financial man-
agement system and audit procedures
that provide efficient and effective ac-
countability and control of all funds,
property, and other assets;

(4) Have a satisfactory record of per-
formance, including, in particular, any
prior performance under grants, con-
tracts, or cooperative agreements from
the Federal Government; and

(5) Otherwise be qualified and eligible
to receive funding for a grant agree-

ment, cooperative agreement, or other
agreement under the applicable laws
and regulations.

§§ 1943.106–1943.110 [Reserved]

§ 1943.111 Process for consideration.
(a) A program solicitation will be

published in the FEDERAL REGISTER
and such other publication(s) as
deemed appropriate, as early as prac-
ticable every 5 years that funds will be
available for new project use and at
other appropriate times.

(b) The project proposal must contain
the following information:

(1) Background and need for the
project. Explain the circumstances
which necessitate a Small Farmer Out-
reach Training and Technical Assist-
ance Project within the State to serve
small farmers, especially members of
socially disadvantaged groups.

(2) Objectives and goals proposed to
meet the objectives. Clearly state the ob-
jectives of the project, which should be
in line with the objectives of the pro-
gram stated in § 1943.102 of this subpart,
and explain the goals proposed to meet
the objectives.

(3) Statement of Work, including staff-
ing. Describe the plan of action for
meeting the objective of the Small
Farmer Outreach Training and Tech-
nical Assistance Program and the nec-
essary staffing.

(4) Proposed budget. (i) Submit a pro-
posed budget for each of the 5 years,
showing line-by-line cost items for the
proposed project. Include any in-kind
contributions to be provided.

(ii) Show all funding sources and
itemize costs by the following line
items: personnel costs, equipment, ma-
terial and supplies, travel, and all
other costs.

(iii) Salaries of project personnel who
will be working on the project may be
requested in proportion to the effort
that they will devote to the project.

(iv) Funds may be requested under
any of the line items listed above pro-
vided that the item or source for which
support is requested is identified as
necessary for successful conduct of the
project, is allowable under the author-
izing legislation and applicable Federal
cost principles, and is not prohibited
under any applicable Federal statute.
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(5) Identification of personnel. Incor-
porate into the proposal the resumes of
all anticipated personnel, including the
Project Director. Also discuss the expe-
rience, qualifications, and availability
of all personnel, including the Project
Director, to direct and carry out the
project.

(c) The State Office will review the
proposal and forward the proposal to
the National Office Project Manager,
within 15 days of receipt, with the
State Office’s recommendations.

(d) The National Office will make a
preliminary review of the proposal and
reserves the right to return it to the
State Office with any questions or
comments to be clarified by the 1890 or
other eligible educational institution
or community-based organization. A
time period for resubmission will be
specified.

(e) All proposals from entities eligi-
ble for funding under § 1943.105 of this
subpart shall be evaluated for funding
consideration. To assist in the evalua-
tion and obtain the best possible bal-
ance of viewpoints for funding consid-
eration, a proposal review panel will be
used. The proposal review panel will be
selected and organized to provide maxi-
mum expertise and objective judgment
in the evaluation of proposals. The pro-
posal review panel will use Form
FmHA or its successor agency under
Public Law 103–354 1943–2, ‘‘EVALUA-
TION—Small Farmer Outreach Train-
ing and Technical Assistance Pro-
gram,’’ to evaluate each proposal. The
proposal review panel will evaluate
each proposal against the five criteria
using the following scale: Highly Re-
sponsive (5); Fully Responsive (3); Mar-
ginally Responsive (1); and Not Respon-
sive (0). The criteria used by the pro-
posal review panel and the criteria
weights are:

(1) Feasibility and Policy Consistency
(3.5). Degree to which the proposal
clearly describes its objective and evi-
dences a high level of feasibility and
consistency with United States Depart-
ment of Agriculture (USDA) policy and
FSA mission.

(2) Institutional Commitment (3.5). De-
gree to which the institution or organi-
zation is committed to the project, as
shown by funds, in-kind services, or

historical success in meeting the objec-
tives of the program.

(3) Number of Counties and Farmers
Served (3.5). Degree to which the pro-
posal reflects collaborative approaches
in meeting with other agencies or orga-
nizations to enhance the objectives of
the program. Also, the areas and num-
ber of farmers who would benefit from
the services offered.

(4) Socially Disadvantaged Applicants—
Outreach (3.5). Degree to which the pro-
posal contains efforts to reach persons
identified as socially disadvantaged
farmers and ranchers in designated
counties.

(5) Preparatory Features—Statement of
Work (6.0). Degree to which the pro-
posal reflects special innovative fea-
tures to attract, interest, and improve
the economical and social conditions of
socially disadvantaged farmers and
ranchers.

(f) The final decision to award is at
the discretion of the awarding official.
The awarding official shall consider
the ranking, comments, and rec-
ommendations from the proposal re-
view panel and any pertinent informa-
tion before deciding which applications
to approve and the order of approval.
The awarding official will notify in
writing entities whose proposals are re-
jected. In accordance with § 1900.55 of
subpart B of part 1900 of this chapter,
appeal rights will be provided only to
those entities identified as eligible
under § 1943.105 of this subpart.

(g) After a decision regarding funding
is made, FSA and the recipient which
is selected will enter into a grant or co-
operative agreement. The awarding of-
ficial will notify the recipient of ap-
proval and inform them of the nec-
essary documents needed to execute
the agreement. If no funding is in-
volved, FSA and the recipient will
enter into an MOU.

§§ 1943.112–1943.114 [Reserved]

§ 1943.115 Authorized use of funds.

Any funds authorized under this sub-
part will be used solely for the oper-
ation and administration of the Small
Farmer Outreach Training and Tech-
nical Assistance Program specifically
for the project under the cooperative or
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other agreement. There is no other au-
thorized use of the funds. Eligible costs
are limited to those line items speci-
fied in § 1943.111 (b)(4) of this subpart.

§§ 1943.116–1943.125 [Reserved]

§ 1943.126 Other applicable Federal
statutes and regulations that apply.

Several other Federal statutes and
regulations apply to proposals consid-
ered for review or cooperative and
other agreements awarded under the
program. These include, but are not
limited to the following:

(a) 7 CFR part 1b—USDA Implemen-
tation of the National Environmental
Policy Act;

(b) 7 CFR part 3—USDA implementa-
tion of OMB Circular A–129 regarding
debt collection;

(c) 7 CFR part 1.1—USDA implemen-
tation of the Freedom of Information
Act;

(d) 7 CFR part 15, Subpart A—USDA
implementation of Title VI of the Civil
Rights Act of 1964;

(e) 7 CFR part 3015—USDA Uniform
Federal Assistance Regulations, imple-
menting OMB Directives (i.e., Circular
Nos. A–110, A–21, and A–122) and incor-
porating provisions of 31 U.S.C. 6301–
6308 (formerly, the Federal Grant and
Cooperative Agreement Act of 1977,
Public Law No. 95–224), as well as gen-
eral policy requirements applicable to
recipients of Departmental financial
assistance;

(f) 7 CFR part 3016—USDA Uniform
Administrative Requirements for
Grants and Cooperative Agreements to
State and Local Governments;

(g) 7 CFR part 3017, as amended—
USDA implementation of Government-
wide Debarment and Suspension (non-
procurement) and Governmentwide Re-
quirements for Drug-Free Workplace
(Grants);

(h) 7 CFR part 3018—USDA imple-
mentation of New Restrictions on Lob-
bying. Imposes prohibitions and re-
quirements for disclosure and certifi-
cation related to lobbying on recipients
of Federal contracts, grants, coopera-
tive agreements, and loans;

(i) 29 U.S.C. 794, Section 504—Reha-
bilitation Act of 1973, and 7 CFR part
15B (USDA implementation of the stat-

ute), prohibiting discrimination based
upon physical or mental handicap in
Federally assisted programs; and

(j) 35 U.S.C. 200 et seq.—Bayh-Dole
Act, controlling allocation of rights to
inventions made by employees of small
business firms and domestic nonprofit
organizations, including universities,
in Federally assisted programs (imple-
menting regulations are contained 37
CFR part 401).

§ 1943.127 Fund disbursement.

The method of payment will be by re-
imbursement by Treasury check, and
payment will be requested on Standard
Form (SF) 1034, ‘‘Public Voucher for
Purchases and Services Other Than
Personal,’’ or SF–270, ‘‘Request for Ad-
vance or Reimbursement,’’ whichever
is applicable. Payments will be proc-
essed in accordance with 7 CFR parts
3015 and 3016.

§ 1943.128 Financial management sys-
tems and reporting requirements.

(a) Recipients must comply with
standards for the financial manage-
ment and reporting and program per-
formance reporting found in 7 CFR
parts 3015 and 3016.

(b) Recipients must provide to the
State Office quarterly financial and
program performance reports. The re-
ports are due 30 days after the report-
ing period, and an original and two
copies of each report will be submitted.
The financial report will be presented
on SF–269A, ‘‘Financial Status Re-
port,’’ and the financial and program
performance reports will be prepared in
accordance with 7 CFR parts 3015 and
3016.

(c) The program performance report
should also address progress on the ac-
tivities under each of the areas of Out-
reach, Training, and Technical Assist-
ance, as stipulated in the cooperative
agreement or other agreement.

(d) Within 30 days after receipt, the
State Office will forward the reports to
the National Office Project Manager,
with the State Office’s comments and
recommendations.
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7 CFR Ch. XVIII (1–1–99 Edition)§§ 1943.129–1943.135

§§ 1943.129–1943.135 [Reserved]

§ 1943.136 Standards of conduct for
employees of recipient.

(a) Recipients must establish safe-
guards to prevent employees, consult-
ants, or members of governing bodies
from using their positions for purposes
that are, or give the appearance of
being, motivated by a desire for private
financial gain for themselves or others
such as those with whom they have
family, business, or other ties. There-
fore, recipients receiving financial sup-
port must have written policy guide-
lines on conflict of interest and the
avoidance thereof. These guidelines
should reflect State and local laws and
must cover financial interests, gifts,
gratuities and favors, nepotism, and
other areas such as political participa-
tion and bribery. These rules must also
indicate the conditions under which
outside activities, relationships, or fi-
nancial interests are proper or im-
proper, and provide for notification of
these kinds of activities, relationships,
or financial interests to a responsible
and objective recipient official. For the
requirements of a code of conduct ap-
plicable to procurements under grants
and cooperative agreements, see the
procurement standards prescribed by 7
CFR 3015.181.

(b) The rules of conduct must contain
a provision for prompt notification of
violations to a responsible and objec-
tive recipient official and must specify
the type of administrative action that
may be taken against an individual for
violations.

(c) A copy of the rules of conduct
must be given to each officer, em-
ployee, board member, and consultant
of the recipient who is working on the
FSA financed project, and the rules
must be enforced to the extent permis-
sible under State and local law or to
the extent to which the recipient deter-
mines it has legal and practical en-
forcement capacity. The rules need not
be formally submitted and approved by
the awarding official; however, they
must be made available for review
upon request, for example, during a
site visit.

§ 1943.137 Monitoring compliance and
penalty for noncompliance.

(a) FSA monitoring. FSA will monitor
compliance of the Small Farmer Out-
reach Training and Technical Assist-
ance projects through the reports re-
ceived in accordance with § 1943.128 of
this subpart, through information re-
ceived from field offices and the public,
and may include on-site visits to ob-
serve the operation and administration
of the program.

(b) Audits. Recipients are subject to
the audit requirements of 7 CFR parts
3015 and 3016. An audit report will be
submitted to the State Office annually
in accordance with OMB Circular A–
128, A–110, or A–133, whichever is appli-
cable. The State Office will forward the
audit to the National Office Project
Manager, within 30 days after receipt,
with the State Office’s comments and
recommendations.

(c) Penalty for noncompliance. If the
Administrator determines that a Small
Farmer Outreach Training and Tech-
nical Assistance project does not meet
or no longer meets the objective of the
program, that there has been a viola-
tion of the cooperative or other agree-
ment, that reporting requirements are
not being met, or that funds are not
being used only for the operation and
administration of the Small Farmer
Outreach Training and Technical As-
sistance Program, the awarding official
is authorized to impose any penalties
or sanctions established in 7 CFR parts
3015 and 3016. Penalties may include
withholding payments, suspension of
the cooperative agreement or other
agreement, or termination for cause. If
a penalty for noncompliance is en-
forced, the reason(s) will be stated in a
letter to the recipient along with ap-
peal rights pursuant to subpart B of
part 1900 of this chapter.

§§ 1943.138–1943.140 [Reserved]

§ 1943.141 Nondiscrimination.

The policies and regulations con-
tained in subpart E of part 1901 of this
chapter apply to grants and other
agreements made under this subpart.
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§ 1943.142 Environmental require-
ments.

The policies and regulations con-
tained in subpart G of part 1940 of this
chapter apply to grants and other
agreements made under this subpart.

§§ 1943.143–1943.150 [Reserved]

PART 1944—HOUSING

Subpart A [Reserved]

Subpart B—Housing Application
Packaging Grants

Sec.
1944.51 Objective.
1944.52 Definitions.
1944.53 Grantee eligibility.
1944.54–1944.61 [Reserved]
1944.62 Authorized representative of the ap-

plicant.
1944.63 Authorized use of grant funds.
1944.64–1944.65 [Reserved]
1944.66 Administrative requirements.
1944.67 Ineligible activities.
1944.68 [Reserved]
1944.69 Agency point of contact.
1944.70 Targeting of HAPG funds to States.
1944.71 Term of grant.
1944.72 Application packaging orientation

and training.
1944.73 Package submission.
1944.74 Debarment or suspension.
1944.75 Exception authority.
1944.76–1944.99 [Reserved]
1944.100 OMB control number.
EXHIBIT A TO SUBPART B [RESERVED]
EXHIBIT B TO SUBPART B—HOUSING APPLICA-

TION PACKAGING GRANT (HAPG) FEE
PROCESSING

EXHIBIT C TO SUBPART B—REQUIREMENTS FOR
HOUSING APPLICATION PACKAGES

EXHIBIT D TO SUBPART B—DESIGNATED COUN-
TIES FOR HOUSING APPLICATION PACKAG-
ING GRANTS

Subpart C [Reserved]

Subpart D—Farm Labor Housing Loan and
Grant Policies, Procedures, and Au-
thorizations

1944.151 Purpose.
1944.152 Objective.
1944.153 Definitions.
1944.154 Priorities for tenants’ occupancy.
1944.155 Responsibility for LH processing

and servicing.
1944.156 General loan/grant processing re-

quirements.
1944.157 Eligibility requirements.
1944.158 Loan and grant purposes.
1944.159 Rates and terms.

1944.160–1944.162 [Reserved]
1944.163 Conditions under which an LH

grant may be made.
1944.164 Limitations and conditions.
1944.165–1944.167 [Reserved]
1944.168 Security requirements.
1944.169 Technical, legal, and other services.
1944.170 Processing preapplications.
1944.171 Preparation of completed loan and/

or grant docket.
1944.172 [Reserved]
1944.173 Loan and grant approval—delega-

tion of authority.
1944.174 Distribution of loan and/or grant

approval documents.
1944.175 Actions subsequent to loan and/or

grant approval.
1944.176 Loan and/or grant closing.
1944.177 Coding loans and grants as to ini-

tial or subsequent.
1944.178 Complaints regarding discrimina-

tion in use and occupancy of Labor hous-
ing.

1944.179–1944.180 [Reserved]
1944.181 Loan servicing.
1944.182 Rental assistance.
1944.183 Exception authority.
1944.184–1944.199 [Reserved]
1944.200 OMB control number.
EXHIBIT A TO SUBPART D—LABOR HOUSING

LOAN AND GRANT APPLICATION HANDBOOK
EXHIBIT A–1 TO SUBPART D—INFORMATION TO

BE SUBMITTED BY ORGANIZATIONS AND AS-
SOCIATIONS OF FARMERS FOR LABOR HOUS-
ING LOAN OR GRANT

EXHIBIT A–2 TO SUBPART D—INFORMATION TO
BE SUBMITTED BY INDIVIDUALS, FARM-
OWNERS AND FAMILY FARM CORPORATIONS
OR PARTNERSHIPS FOR LABOR HOUSING
LOANS

EXHIBIT A–3 TO SUBPART D—LABOR HOUSING
CONSTRUCTION GUIDELINES

EXHIBIT A–4 TO SUBPART D—SURVEY OF EX-
ISTING LABOR HOUSING

EXHIBIT A–5 TO SUBPART D—STATEMENT OF
BUDGET AND CASH FLOW

EXHIBIT B TO SUBPART D—MANAGEMENT
PLANS

EXHIBIT C TO SUBPART D—LOAN RESOLUTION
EXHIBIT D TO SUBPART D—LOAN AGREEMENT
EXHIBIT E TO SUBPART D—LOAN AND GRANT

RESOLUTION
EXHIBIT F TO SUBPART D—LABOR HOUSING

GRANT AGREEMENT
EXHIBIT G TO SUBPART D—LEGAL SERVICE

AGREEMENT
EXHIBIT H TO SUBPART D—INFORMATION PER-

TAINING TO PREPARATION OF NOTES OR
BONDS AND BOND TRANSCRIPT DOCUMENTS
FOR PUBLIC BODY APPLICANTS

EXHIBIT I TO SUBPART D—GUIDE LETTER FOR
USE IN INFORMING INTERIM LENDER OF
FMHA OR ITS SUCCESSOR AGENCY UNDER
PUBLIC LAW 103–354’S COMMITMENT

EXHIBIT J TO SUBPART D [RESERVED]
EXHIBIT K TO SUBPART D—LOAN AGREEMENT
EXHIBIT K–1 TO SUBPART D
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